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FACT   SHEET   ON  MONTANA'S   TAXES 
AND   "BUILD  MONTANA" 


T.   SOURCES  OF  MONTANA  REVENUE 

A.   Taxes  provide  less  than  one-half  of  state  governmeTit '  s  reve- 
nue. 

In  FY83,  Montana  received  $1.27  billion  In  revenue  from  all 
sources.   Tax  collections  supplied  36%  of  this  revenue: 

%  of  Total  Montana 
Revenue 

Individual  income  tax  11.9% 

Corporate  tax  2.8 

Severance  tax  10.8 

Liquor  and  cigarette  tax  2.1 

Fuel  taxes  3.8 

Other  taxes  A. 4 
Federal  and  other  grants,  donations, 

bequests  17.3 

Investment  earnings  11.6 

Income  collections  and  transfers  15.0 

Licenses,  permits,  fees  6.8 

Other  13.5 


B.   Growth  in  other  revenue  sources  has  reduced  reliance 


on 


general  taxes. 

In  recent  years,  two  revenue  sources — severance  taxes  and 
investment  earnings — have  grown  much  more  rapidly  than  other 
revenue  sources.  The  general  tax  sources — individual  income 
tax,  corporation  tax,  liquor  and  cigarette  taxes  and  fuel 
taxes — have  declined  in  relative  importance: 


Individual  income  tax 

Corporate  income  tax 

Severance  tax 

Liquor  &  cigarette  taxes 

Fuel  taxes 

Investment  earnings 

Federal  other  grants, 

donations  S:  bequests 
Other  sources 


1973 

1983 

%  of  Total 

%  of  Total 

Revenue 

Revenue 

18.1% 

11.9% 

2.8 

2.8 

1.3 

10.8 

i     4.0 

2.1 

8.4 

3.8 

4.1 

11.6 

35.9 

17.3 

25.4 

39.7 
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In  other  states  the  opposite  has  happened:  Individual  Income, 
sales  taxes,  and  corporate  taxes  are  providing  an  ever-growing 
share  of  state  tax  collections: 

%  of  Total  State  Tax  Collections 

(all  states) 
1972  1982 

Sales  tax  29.4%  31.0% 

Individual  Income  tax  21.7  28.1 

Corporation  tax        7.4  8.6 

C.   The  importance  of  investment  earnings  and  severance  taxes  as 
sources  of  revenue  will  grow  in  the  future. 

Projections  for  FY84  and  FY85  emphasize  the  growing  importance 
of  severance  taxes  and  investment  earnings  to  the  general  fund; 

7.   of  FY84-85  General  Fund 

Income  tax  31.2% 

Corporation  7.4 

Severance  tax  16.0 

Investment  earnings  17.8 

Long-range  bond  excess*  7.9 

Liquor  profit  &  taxes  4.5 

All  other  sources  15.2 

With  50%  of  the  coal  severance  tax  collections  being  deposited 
in  the  permanent  trust  fund,  the  interest  from  the  trust  (85%  of 
which  is  allocated  to  the  general  fund)  will  be  an  increasingly 
important  revenue  source  for  the  state. 

II.   STABILITY  OF  MONTANA'S  TAX  STRUCTUEE  AND  STATF  REVENUE 

A.  Montana  has  reduced  taxes  in  the  1980' s,  when  many  other 
state  were  forced  to  raise  theirs. 

In  1981,  the  Montana  legislature  passed  bills  that  reduced  Mon- 
tana's taxes  by  over  $66  million  per  year.  While  the  1983  leg- 
islature raised  cigarette  taxes  and  motor  fuel  taxes,  it  further 
lowered  individual  taxes  by  over  $3  million  per  year. 

''     Excess   from  bond  sinking  fund  account  that  receives  revenue  from 
income  tax,  corporation  tax,  and  cigarette  and  tobacco  taxes. 
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These  tax  reductions  occurred  at  a  tine  when  many  states  raised 
their  taxes. 

No.  of  States  Increasing 
Tax  Rate  Since  1979 

Income  tax  13 

Sales  tax  16 

Corporation  tax  21 

Fuel  tax  30 

Cigarette  tax  14 

Liquor  taxes  9 

Montana's  individual  Income  tax  was  last  increased  in  1971  and 
its  corporation  tax  in  1973. 

The  Alexander  Grant  study,  "Manufacturing  Business  Climates..." 
recently  ranked  Montana  as  the  most  attractive  state  in  the 
nation  for  budget  and  tax  stability. 

B.  Through  prudent  fiscal  policy,  Montana  has  maintained  a 
budget  surplus.  Many  states  have  been  forced  to  make  mas- 
sive cuts  and  layoffs  to  maintain  a  balanced  budget. 

On  June  30,  1983,  Montana  had  a  S57  million  general  fund  sur- 
plus. A  "comfortable"  $33  million  surplus  is  expected  by  the 
end  of  the  biennium.  In  contrast.  New  York  recently  had  to 
raise  $1  billion  in  new  taxes  and  lay  off  3,000  state  workers  to 
balance  its  budget.  Michigan  raised  taxes  and  cut  budgets  to 
close  a  $900  million  budget  shortfall.  Connecticut  faces  a  $300 
million  deficit  for  FY83  and  FY84.  Colorado  cut  budgets  S50.5 
million,  made  $92.5  million  in  one-time  budget  transfers,  and 
suspended  income  tax  indexing  for  the  year  in  order  to  balance 
its  FY84  budget.  South  Carolina  projects  an  $85  million  short- 
fall in  FY84.  Such  fiscal  "horror  stories"  are  not  uncommon. 
Only  five  states  had  a  surplus  in  excess  of  5%  of  their  general 
fund  at  the  end  of  FY83 — Texas,  Nevada,  Hawaii,  Delaware,  and 
Montana. 

Montana's  prudent  management  and  sound  fiscal  condition  allowed 
us  to  retain  our  enviable  position  as  one  of  the  few  states  with 
an  AA+  bond  rating. 


Ill,   COMPARING  MONTANA'S  AND  OTHER  STATES'  TAXES 

A.  Montana's  taxes  on  individuals  and  families  are  below  the 
national  median. 


A  recent  District  of  Columbia  study*  calculated  that  the  median 
effective  property  tax  rate  on  a  house  in  the  largest  city  in 
each  state  was  $1.60  per  $100  of  value.  The  effective  rate  in 
Billings  was  only  $0.84  per  $100  or  47%  lower  than  the  national 
median. 

Montana's  individual  income  tax  rate  is  also  below  the  national 
average.  In  1982,  Montana  collected  $182.72  per  capita  or  \07. 
lower  than  the  national  average  of  $202.33  per  person.  Twenty 
four  states  imposed  higher  per  capita  income  tax  burdens  than 
Montana. 

Montana  has  no  sales  tax.  In  1982,  residents  in  the  45  states 
with  sales  taxes  paid  an  average  annual  $226  per  capita  for 
sales  taxes.  Based  on  this  average,  Montana  residents  save  $178 
million  per  year  they  don't  have  to  pay  in  sales  taxes. 

The  combination  of  low  residential  property  taxes  and  Income 
taxes  and  no  sales  tax  makes  Montana  a  "low  tax"  state.  The 
District  of  Columbia  study  rated  Montana  as  one  of  12  states 
having  the  lowest  total  tax  burden  in  the  nation  on  families. 

B.   General  business  taxes  compare  favorably  with  other  states. 

Montana's  corporation  tax  rate  is  lower  than  in  22  other  states. 
The  average  business  pays  less  than  $2,000  per  year  in  corpora- 
tion taxes.  Montana  is  one  of  the  20  states  that  allow  busi- 
nesses to  make  full  use  of  the  Accelerated  Cost  Recovery  System 
(■ACRS)  .  It  has  not  joined  the  17  states  that  have  passed  legis- 
lation or  administrative  rules  in  the  past  two  years  denying 
businesses  the  use  of  ACRS. 

Montana's  tax  structure  Includes  many  attractive  features:  an 
Investment  tax  credit;  wage  credit  for  new  and  expanding  busi- 
nesses; net  operating  loss  carry  forward;  credits  for  investment 
in  capital  companies;  tax  exemption  for  Income  realized  from 
investment  in  a  Small  Business  Investment  Corporation  (SBTC) ; 
and  numerous  property  tax  reductions  and  exemptions  for  busi- 
nesses. 

Government  of  D.C.  (Department  of  Finance  and  Revenue),  Tax  Burdens 
in  Washington,  D.C.  Compared  with  Those  in  the  Largest  City 
in  Each  State  1981   (June  1981)  p. 17. 
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C.   Comparisons  of  Montana's  tax  burden  are  often   distorted  by 
the  tax  collections  from  minerals. 

Tn  FY83,  the  total  state  taxes  collected  In  Montana  on  mineral 
production  was  $137.6  million.  Many  state-by-state  comparisons 
Include  these  collections  in  the  per  capita  tax  burden.  If 
these  taxes — which  are  paid  by  very  few  Montanans — are  excluded, 
Montana  ranked  6th  lowest  in  the  nation  for  per  capita  state  tax 
collections*.  Montana's  ranking  in  the  combined  state  and  local 
tax  collections  per  capita  drops  to  24th  in  the  nation  when 
severance  taxes  are  excluded.  Due  to  lack  of  property  tax  data 
from  other  states,  it  is  impossible  to  exclude  both  state  and 
local  taxes  on  minerals  for  all  states  in  recalculating  this 
index.  However,  it  is  apparent  that  Montana's  would  rank  as  a 
"low  tax"  state  if  these  taxes  xr^ere  excluded.  Our  FY81  tax 
burden  drops  from  $1,101.15  per  capita  to  $891.81  per  capita 
when  both  severance  and  property  taxes  on  minerals  are  excluded. 

Recent  business  surveys  acknowledge  that  per  capita  tax  burden 
analysis  is  misleading.  The  1983  survey  of  states'  business 
climates  published  by  Inc.  (a  national  business  magazine)  noted 
the  distortion  caused  by  mineral  taxes. 


IV.  THE  "BUILD  MONTANA"  PPOCRAM  TARGETS  THE  MOST  IMPORTANT  NEEDS  OF 
BUSINESS—TRANSPORTATION,  INVESTMENT  CAPITAI,,  mRKET  DEVELOP- 
MENT, AND  LABOR  DEVELOPMENT 

"Build  Montana"  goes  beyond  the  costly  and  fruitless  game  of 
"smokestack  chasing"  of  heavy  Industrial  companies  through  busi- 
ness tax  incentives. 

Through  a  four  point  program,  Montana  will  sustain  and  encourage 
the  existing  and  future  small  businesses  of  Montana  by: 

1)  undertaking  a  massive  ten-year,  multi-million  dollar  program 
to  repair  and  reconstruct  Montana's  primary  and  secondary 
highways  and  finish  the  Interstate; 

2)  distributing  more  than  $16  million  per  year  to  local  govern- 
ments to  assist  them  in  providing  needed  services  to  resi- 
dents; 

3)  continuing  improvement  of  the  management  of  state  govern- 
ment; and 

A)  development  of  aggressive  economic  development  programs, 
including  instate  investment  of  25%  of  the  coal  tax  trust 
fund,  authorization  of  umbrella  industrial  revenue  bonds, 
authorization  of  Montana  capital  companies,  expanded  promo- 
tion of  tourism,  job  training,  market  development  research, 
and  small  business  ombudsman  and  business  licensing. 

''     Severance  tax  collections  excluded  in  all  states. 


These  programs  were  highlighted  In  Trc.'s  1983  Report  on  the  States 
and  led  to  Montana  being  ranked  11th  In  the  nation  In  capital  resourc- 
es and  9th  for  state  support.  Because  Inc.  thinks  capital  and  state 
support  are  "the  most  critical  factors"  In  business  success,  It  dra- 
matically Increased  Montana's  overall  rating.  Id  1983,  Montana  ranked 
as  the  14th  ■oat  attractive  state  for  small  business.  In  1982,  our 
rank  was  27th. 
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DISTRIBUTION  OF 
STATE  TAX  COLLECTIONS 


I.   WHAT  REVENUE  GOES  INTO  THE  STATE  GENERAL  FUND? 
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Income  Tax 
Oil  Severance 
Corporation  Tax 
Coal  Severance 
Insurance  License  Tax 
Inheritance  Tax 
Liquor  Excise  Tax 
Liquor  Profits 
Natural  Gas  Severance  Tax 
Telephone  License  Tax 
Electric  Energy  Tax 
Metal  Mines  Tax 
Freight  Line  Tax 
Beer  Tax 
Wine  Tax 

Interest  earnings 
Institution  Reimbursement 
Long-range  bond  excess 
Other  Sources 
Total 


FY83 

FY84 

FY85 

Actual 

Estimate 
(Millions) 

Estimate 

$97.15 

$104.48 

$111.45 

43.79 

29.05 

29.32 

20.73 

23.31 

27.72 

15.21 

14.74 

23.10 

13.01 

14.46 

15.11 

6.40 

6.74 

7.18 

6,56 

7.21 

7.58 

4.50 

5.78 

6.06 

2.53 

3.08 

3.44 

2.46 

2.55 

2.77 

1.55 

1.83 

1.86 

1.54 

2.15 

1.70 

1.43 

1.64 

1.82 

1.24 

1.26 

1.27 

0.90 

0.93 

0.94 

48.39 

48.34 

65.88 

11.41 

11.75 

12,94 

22.80 

39.20 

28.44 

20.34 

12.11 

12.96 

$321.94 


$330.61 


$361.54 


II,  HOW  ARE  THE  STATE'S  MAJOR  TAX  SOURCES  DISTRIBUTED? 


Individual  Income  Tax 


64%  to  state  general  fund 

11%  to  long-range  building  fund 

25%  to  school  equalization  fund 


Fiscal  Year 
1P83  (actual) 

1984  (estimated) 

1985  (estimated) 


General  Fimd 

$  97,152,215 

104,478,000 

111,451,000 


School 

Equalization 

$37,950,067 

40,812,000 

43,536,000 


Long  Range 

Building 

$16,698,029 

17,957,000 

19,156,000 


B.   Corporation  Taxes 

"Regular"  Corporation  Tax 

6A%  to  state  general  fund 

11%  to  long  range  building  Fund 

25%  to  school  equalization 

"Financial  Institution"  Corporation  Tax 

80%  to  counties  in  which  the  financial  institutions  are  located 
12.8%  to  state  general  fund 
5.0%  to  state  equalization  fund 
2.2%  to  long-range  building  fund 


Fiscal 
Year 

1983  act, 
198A  est. 
1985  est. 


General 

Fund 

$20,733,658 

23,313,000 

27,724,000 


School 
Equalization 
$8,099,084 
9,107,000 
10,830,000 


Long-range 
Building 

$3,563,597 
4,007,000 
4,765,000 


Counties 

$3,434,493 

3,408,000 

3,627,000 


Total 
$35,830,832 
39,835,000 
46,946,000 


C.   Coal  Severance  Tax 
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Permanent  Trust 

Highway  Reconstruction  Trust 

Local  Impact  (Coal  Board) 

Education  Trust 

School  Equalization 

General  Fund 

Parks  Acquisition  &  Cultural 

Aesthetic 
Alternate  Energy 
County  Land  Planning 
Renewable  Resources  Bond 
State  Library 
Construction  District 
Water  Development 


Permanent  trust 
Local  Impact  (Coal  Board) 
Education  Trust 
School  Equalization 
General  Fund 
Parks/Arts 
Alternative  Energy 
Renewable  Resources 
Water  Development* 
County  Land  Planning 
State  Library 
Conservation  Districts 

*   Allocation  began  FY84 


Current 

FY87 

FY88-FY93 

50% 

50% 

50% 

0 

6.0 

12.0 

8.75 

7.7 

6.65 

10.0 

8.8 

7.6 

5.0 

4.4 

3.8 

19.0 

16.72 

14.43 

2.5 

2.2 

1.9 

2.25 

1.98 

1.71 

0.5 

0.44 

0.38 

0.625 

0.55 

0.48 

0.5 

0.44 

0.38 

0.25 

0.22 

0.19 

0.625 

0.55 

0.48 

FY83  (Actual)   1 

FY84  (Est 

:imate) 

$  40,022,491 

$38,800 

.000 

7,003,936 

6,790 

,000 

8,004,498 

7,760 

,000 

4,002,249 

3,880 

000 

15,208,581 

14,744 

000 

2,001,125 

1,940 

000 

1,801,012 

1,746 

000 

1,000,562 

485 

000 

- 

485 

000 

400,225 

388 

000 

400,225 

388 

000 

200,112 

194 

oon 

80,044,981 

77,600 

000 
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Coal  Interest  and  Fund  Balances 

Interest  on  the  permanent  trust 

85%  to  general  fund 

15%  returned  to  permanent  trust 

Trust  balance  (6/30/83)     $158,358,806 

Fiscal  Year  General  Fund     Returned  to  Trust 

1983  (actual)  $18,156,379   (Allocation  began  FY84) 

1984  (estimate)  19,387,000        $3,421,235 

Interest  on  education  trust  fund  and  local  impact  account;  and 

balance  of  local  impact  account 

10%  to  Adult  Basic  Ed/Vo-tech  Centers 

67.5%  to  the  School  Equalization  Fund 

22.5%  to  the  Board  of  Regents  of  Higher  Education 

Education  Trust  balance  (6/30/83)     $52,665,408 


Fiscal                   School 

Board 

Returned 

Basic  Ed/ 

Year                 Equalization 

of 

Regents 

to  Trust 

Vo-Tech* 

FY83 

Interest**  $8,230,693  $2,743,564 

$1 

,219,362 

Balance  from  Impact  Fund 

1,711 

FY84 

Interest   5.117,850     1,705,950 

0 

758,200 

Balance 

7 

FY85 

Interest   6,422,625     2,140,875 

0 

951,500 

Balance 

7 

3.    Interest  on  Park  Acquisition  Trust 

1/3  for  protection  of  works  of  art  in  the  state  capltol  and  other 
cultural  and  aesthetic  projects 

2/3  for  the  acquisition,  operation,  and  maintenance  of  historical 
sites  and  points. 

Trust  Balance  (6/30/83)    $9,481,542 

Park  Acquisition       Cultural  Projects 
FY83  $633,862  $316,931 

FY84  815,333  407,667 

*   Prior  to  FY84,  10%  of  the  interest  was  returned  to  the  trust  and 

0%  to  Basic  Ed/Votech 
**  Two  years  of  interest  were  distributed  in  FY1983. 


E.  Oil  Severance  Tax 

1/3  to  Local  Government  Block  Grant  Account  (effective  July  1,  1983) 
Tax  generated  by  increased  production  in  county  in  any  year 

distributed  to  counties  and  cities  within  it. 
Remainder  to  state  general  fund. 

Local  Government 

Block  Grant  Counties/Cities  General  Fund 

FY83            $       0  $4,353,A85  $43,787,960 

T^^^    (est)       15,717,000  2,385,000  29,049,000 

FY^5  (est)       15,850,000  2,385,000  29,316,000 

F.  Natural  Gas  Severance  Tax 

Tax  generated  by  increased  production  In  county  In  any  year 

distributed  to  counties  and  cities  within  it. 
Remainder  to  state  general  fund. 

General  Fund  Counties/Cities 
FY83  (actual)            $2,525,059  $206,759 

FY84  (estimate)  3,083,000  343,000 

FY85  (estimate)  3,442,000  383,000 

G.  Resource  Indemnity  Trust  Tax  and  Interest 

100%  to  Resource  Indemnity  Trust  until  principal  of  trust 

reaches  $100  million 
Balance  as  of  6/30/83      $36,181,888 
Interest  from  the  trust  is  distributed: 
30%  to  water  development  account 

70%  to  RIT  fund  Interest  account  available  for  appropriation 
for  projects  that  benefit  the  environment. 

RIT  Tax  Collection    RIT  Interest 
F^83  $7,780,720         $3,524,366 

FV84  6,949,000  4,312,176 

H.   Oil  &  Gas  Conservation  Tax 

100%  to  fund  operations  of  Board  of  Oil  and  Gas  Conservation 
FY83  (actual)         $342,490 
FY84  (est)  650,000 
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I.   Beer  Tax 

37.5%  to  state  genera]  fund 

37.5%  to  cities  and  counties 

25%  to  Department  of  Institutions  for  alcoholism  programs 


FY83 

FY84 
FYS  5 


General  Fund   Counties/Cities 


$1,?35,805 
1,255,000 
1,267,000 


$1,235,805 
1,255,000 
1,267,000 


Alcoholism 

Programs 

$823,871 

836,000 

8A5,000 


J.  Wine  Tax 

80%  to  state  general  fund 

6.67%  to  Department  of  Institutions  for  alcohol  programs 

13.33%  to  counties  and  municipalities 


FY83  (act) 
FY84  (est) 
FY85  (est) 

K.  Liquor  License  Tax 


General  Fund 
$895,884 
925,600 
942,000 


Alcohol 
Programs 

$74,694 
77,172 
78.539 


Gltles/ 

Counties 

$149,277 

154,228 

156,961 


65.5%  to  Department  of  Institutions  for  alcohol  programs 
34.5%  to  counties  (on  basis  of  sales  in  the  county) 


FY83  (act) 
FY84  (est) 
FY85  (est) 

Insurance  Premium  Tax 


Alcohol 

Programs 

$2,682,680 

2,950,120 

3,104,000 


Counties 

$1,413,014 

1,554,000 

1  ,635,000 


Approximately  $4  millicn/yr.  deposited  in  local  police  and  fire 
officers  pension  fund  (amount  varies  depending  on  municipal 
taxable  values,  wages  of  officers,  etc.) 
Remainder  to  state  general  fund. 

Retirement  Funds  General  Fund 

FY83  (act)              $4,500,000  $13,011,479 

FY84  (est)               3,692,000  14,456,000 

FY85  (est)               3,962,000  15,112,000 


M.   Cigarette  Tax 


4.06%  rebated  to  manufacturers  and  wholesalers 

79.25?;  to  long  range  building  account 

16.63°/  to  long  range  bonds  proceeds  and  Insurance  account  (LRBP) 


FY83  (act) 
FY8A  (est) 


Long-range 
Building 
$  7,723,912 
11,953,278 


LRBP 
$2,856,789 
3,129,922 


N.   Tobacco  Tax 

1007,  to  long  range  building  account 


7 1      (' 


FY83  (actual) 
FY84  (estimate) 

Gasoline  Tax 


$581,203 
600,768 


0.5%  to  Snowmobile  Fuel  Tax  account 
0.9%  to  Motorboat  Fuel  Tax  account 
98.6%  to  Highway  Special  Revenue  account 


FY83  (act) 
FY84  (est) 
FY85  (est) 

P.  Diesel  Tax 


Highway 

$36,132,771 

60,146,000 

61,348,920 


Snowmobile 

$198,007 

305,000 

311,000 


Motorboat 

$356,412 

549,000 

559,980 


100%  to  state  general  fund 


FY83  (act) 
FY84  (est) 
FY85  (est) 


$11,877,324 
18,448,000 
18,816,960 


Aviation  Fuel  Tax 

100%  to  Aeronautics  Division  programs 


FY83  (act) 
FY84  (est) 


$325,187 
325,000 


Consumer  Counsel  Tax 


100%  to  Cor.pumer  Counsel  for  support  of  its  operations 


FY83  (act) 
FY84  (est) 


$A40,605 
636,813 


Taxes  and  revenues  collected  by  the  Department  of  Revenue  that 
are  allocated  lOOZ  to  state  general  fund. 


FY83 


FY84 


FY85 


$4,500,000 

$5,782,000 

$6,063,000 

6,559,727 

7,205,000 

7.582,000 

326,310 

304,375 

305,000 

196,950 

197,000 

197,000 

755,070 

902,420 

900,000 

6,398,A89 

6,737,000 

7,182,000 

1,546,157 

1,824,000 

1,860,000 

2,463,670 

2,551,000 

2,767,000 

1,113,275 

250,000 

250,000 

283,123 

301,367 

330,000 

96,685 

143,942 

145,000 

1,432,164 

1,642,000 

1,815.000 

9,602 

9,862 

9.900 

9.824 

10,432 

10,500 

10,788 

12,453 

12,500 

17,451 

15,881 

16,000 

91,943 

82,295 

90,000 

426 

202 

202 

17,425 

17,000 

17,000 

1,711  ,247 

2,152,000 

1,704,000 

Liquor  store  profits 
Liquor  excise  tax 
Beer  licenses 
Wine  licenses 
Liquor  licenses 
Inheritance  tax 
Electrical  energy  tax 
Telephone  license  tax 
Contractors  gross 

receipts  tax 
Store  license  tax 
Cement  tax 
Freight  line  tax 
Camper  decal  fee 
Micaceous  mineral  tax 
Rural  electric  telephone 

coop  tax 
Tramway  tax 
Other  liquor  division 

collections 
National  housing  PILT 
Cigarette  license  tax 
Netal  mines  tax* 


Effective  FY86,  33%  will  be  allocated  to  the  hardrock  mining 
impact  trust  account. 


DISTRIBUTION  OF  STATE 
TAX  COLLECTIONS  TO 
LOCAL  GOVERNMENTS 

The  state  of  Montana  distributes  over  $175  million  of  state  taxes  and 
revenues  eacli  year  to  local  governments  and  school  districts.  Of  this 
amount,  over  $130  million  is  distributed  to  school  districts  through 
the  school  equalization  program. 

Tables  I  and  II  (attached)  show  the  state  collected  revenues  distrib- 
uted to  counties  and  municipalities  during  the  most  recent  year. 
These  lists  do  not  include: 

1)  state  grants  (such  as  Coal  Board  grants)  made  to  local  gov- 
ernments; 

2)  state  funds  spent  In  counties  by  state  agencies.  For  exam- 
ple, the  state  funds  spent  by  the  Department  of  Highway  to 
maintain  highways  within  each  county  are  not  included. 
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TABLE  ] 


SU>!MARY  OF  STATE  FUNDS  DISTRIBUTED  TO  COUNTIES 


.) 


FY83-84 


FY  84 

FYS  3 

FYS  3 

FY83 

FY84  1 

Oil  & 

FY84  Dept  of 

FYS  3 

FY84 

FY84 

State  Lands/ 

Block 

FY84 

Motor 

County 

Financial 

District 

Nat. 

Gas 

FYS  3 

FYS  3 

Institutions 

County 

Public 

Junk 

FWP   Payment 

Grant 

Gasoline 

Vehicle 

Attorney 

Institution 

Court 

Severance 

Wine 

Liquor 

Alcohol 

Land 

Transport. 

Vehicle 

In  Lieu 

10/1983 

County 

Tax 

Re  iinbur  semen  t* 
S104,489 

Payroll 
$9,766 

Tax 

Funding 
S2'5,766 

lax** 
$27 

Tax 
$778 

Tax 
$2,551 

Funds 

Planning 
$7,988 

Funds 
$1,568 

Fee 

of  Taxes 
$28,148 

Beaverhead 

$131,482 

$51,055 

$26,793 

$7,321 

$4,722 

Big  Horn 

145,344 

0 

10,280 

61,756 

0 

780 

1,054 

1,497 

31,572 

8,154 

1,808 

7,398 

1,034 

3,913 

Blaine 

144,110 

0 

9,698 

41,520 

0 

46 

,450 

665 

1,226 

22,014 

6,965 

1,884 

5,337 

2,870 

2,872 

Broadwater 

52,222 

38,160 

7,986 

40 

0 

0 

310 

843 

8,753 

4,339 

608 

5,000 

0 

1,577 

Carbon 

79,811 

141,856 

9,224 

33,120 

0 

18 

,446 

769 

1,882 

20,009 

5,750 

960 

7,361 

66 

3,598 

Carter 

68,100 

25,258 

8,348 

25,269 

11,956 

256 

171 

288 

9,859 

5,457 

848 

5,000 

2,917 

789 

Cascade 

234,985 

1,662,731 

22,412 

376,587 

242,908 

0 

7,667 

18,841 

165,357 

19,021 

3,015 

61,773 

4,170 

62,963 

Choteau 

160,211 

35,312 

9,108 

71,878 

0 

2^* 

,164 

579 

1,104 

19,552 

6,631 

2,055 

6,943 

73,905 

2,500 

Custer 

90,321 

306,676 

10,060 

85,606 

12,854 

484 

1,245 

3,272 

33,168 

7,739 

1,125 

9,734 

729 

9,055 

Daniels 

57,717 

26,425 

8,524 

35,287 

0 

37 

,206 

268 

561 

8,369 

4,415 

690 

5,000 

84,671 

1,384 

Dawson 

109,196 

268,186 

9,984 

77,269 

0 

60, 

,009 

1,122 

2,089 

27,948 

6,610 

1,208 

11,121 

0 

6,103 

Deer  Lodge 

50,390 

431,886 

9,944 

39,366 

41,662 

0 

1,189 

2,719 

26,272 

5,691 

810 

8,772 

17,038 

25,306 

Fallon 

52,601 

0 

9,740 

2,812 

0 

0 

357 

82? 

10,574 

4,705 

660 

5,000 

630 

1,202 

Fergus 

134,069 

280,250 

10,067 

75,555 

0 

0 

1,242 

2,727 

34,024 

8,094 

1,733 

10,032 

0 

8,165 

Flathead 

358,272 

1,184,706 

21,166 

141,582 

0 

0 

4,937 

13,967 

112,980 

15,476 

3,803 

46,643 

5,177 

32,936 

Gallatin 

180,016 

1,183,822 

21,789 

93,898 

64,591 

0 

4,073 

10,447 

89,930 

12,200 

1,860 

36,576 

4,033 

30,014 

Garfield 

90,878 

18,815 

7,820 

16,683 

0 

0 

157 

262 

11,742 

6,167 

1,125 

5,000 

0 

721 

Glacier 

101,822 

85,264 

9,648 

52,736 

0 

56, 

,252 

1,010 

3,516 

26,736 

6,799 

1,275 

9,401 

0 

4,583 

Golden  Valley 

37,971 

5,870 

7,944 

0 

0 

0 

97 

160 

4,269 

3,932 

443 

5,000 

739 

431 

Granite 

46,628 

31,163 

8,376 

13,083 

16,530 

0 

256 

791 

8,652 

4,585 

593 

5,000 

375 

1,546 

Hill 

193,600 

231,066 

11,076 

81,495 

0 

0 

1,709 

3,968 

41,282 

8,040 

2,535 

14,722 

14,956 

9,275 

Jefferson 

76,521 

183,102 

22,412 

6,399 

41,096 

0 

668 

3,413 

17,098 

5,305 

810 

5,000 

208 

4,499 

Judith  Basin 

70,129 

17,875 

9,426 

25,023 

8,114 

0 

251 

529 

8,823 

4,666 

878 

5,000 

20,205 

1,213 

Lake 

150,388 

181,665 

22,412 

34,105 

47,180 

0 

1,811 

3,910 

40,691 

7,331 

1,643 

16,116 

16,801 

13,096 

Lewis  &  Clark 

199,483 

1,121,425 

21,789 

130,652 

95,957 

0 

4,089 

11,162 

92,095 

12,838 

1,853 

35,145 

16,246 

30,379 

Liberty 

70,146 

713 

8,888 

0 

0 

0 

221 

466 

7,357 

4,326 

818 

5,000 

8,226 

851 

Lincoln 

185,281 

180,726 

9,778 

11,582 

48,750 

0 

1,687 

3,696 

42,312 

8,459 

2,423 

14,961 

1,308 

10,392 

Madison 

97,656 

62,089 

9,068 

33,593 

0 

0 

518 

1,898 

10,314 

4,919 

1,080 

5,909 

2,660 

1,180 

McCone 

92,590 

22,349 

8,914 

9,903 

0 

0 

257 

604 

17,516 

6,502 

1,365 

5,000 

0 

2,631 

Meagher 

53,462 

45,049 

8,320 

18,939 

3,932 

0 

205 

593 

8,745 

4,912 

668 

5,000 

466 

974 

Mineral 

59,055 

100,156 

8,498 

7,272 

9,924 

0 

349 

1,028 

9,619 

4,429 

676 

5,000 

0 

2,694 

Missoula 

371,118 

2,371,940 

22,412 

33,546 

231,552 

0 

7,222 

16,970 

155,967 

18,117 

3,908 

61,557 

4,130 

47,823 

FY  84 

FYS  3 

,■83 

FY83 

FY84  Oil   & 

FYS'* 

Motor 

County 

Financial 

District 

Nat.    Gas 

FYS  3 

Gasoline 

Vehicle 

Attorney 

Institution 

Court 

Severance 

Wine 

County 

Tax 

Reimbursement* 
35,295 

Payroll 
9,534 

Tax 

Funding 
0 

Tax** 

0 

Tax 

b}usselshell 

57,543 

52,806 

421 

Park 

93,963 

239,227 

21,789 

85,975 

26 

,211 

0 

1,229 

Petroleum 

42,024 

0 

3,220 

0 

0 

0 

62 

Phillips 

131,945 

10,401 

16,007 

37,828 

0 

0 

510 

Pondera 

80,573 

7  7,714 

9,672 

70,460 

0 

97,152 

639 

Powder  River 

79,297 

0 

10,858 

40 

0 

0 

239 

Powell 

76,130 

123,394 

9,684 

13,633 

16, 

,006 

0 

661 

Prairie 

50,849 

21,438 

8,266 

41,872 

0 

16,622 

174 

Ravalli 

192,909 

219,511 

22,412 

54,186 

222. 

,441 

0 

2,137 

Richland 

99,448 

0 

9,596 

144,001 

0 

961 

1,163 

Roosevelt 

112,788 

58,193 

9,930 

87,092 

0 

27,339 

994 

Rosebud 

148,885 

0 

12,044 

62,995 

0 

3,430 

940 

Sanders 

116,413 

134,759 

22,412 

26,007 

0 

0 

824 

Sheridan 

82,627 

0 

9,602 

27,546 

0 

10,554 

514 

Silver  Bow 

133,681 

1,252,485 

22,412 

212,546 

190, 

,055 

0 

3,619 

Stillwater 

80,578 

67,570 

9,602 

33,597 

0 

5,242 

532 

Sweet  Grass 

49,004 

56,300 

7,986 

17,030 

11. 

,370 

0 

306 

leton 

103,961 

120,108 

9,134 

31,714 

0 

98,876 

617 

Toole 

82,803 

51,132 

9,602 

76,678 

0 

184,153 

528 

Treasure 

26,113 

7,747 

8,170 

1,491 

0 

1,319 

93 

Valley 

156,787 

274,014 

16,151 

25,553 

0 

374,051 

974 

Wheatland 

40,173 

55,532 

9,009 

21,180 

6, 

,145 

0 

224 

Wibaux 

34,231 

6,370 

9,358 

13,140 

0 

83,317 

140 

Yellowstone 

331,704 

2,981,475 

22,412 

609,508 

0 

3,027 

10,265 

Total 


56,350,004  $16,141,739     $683,741   $3,434,489   $1,375,000   $1,150,117      $74,738     $187,343   $1,837,966     $400,222      $75,044 


)^  Dept  of 

FYS  3 

FY84 

FY84 

FYS  3 

Institutions 

County 

Public 

Junk 

Liquor 

Alcohol 

Land 

Transport. 

Vehicle 

Tax 

Funds 

Planning 
4,982 

Funds 
705 

Fee 

7  69 

12,377 

5,000 

3,470 

30,132 

6,985 

1,065 

11,947 

110 

4,441 

4,173 

495 

5,CiOO 

1,186 

20,552 

7,234 

1,598 

5,000 

1,479 

16,492 

5,237 

1,035 

5,916 

391 

11,244 

5,551 

990 

5,000 

1,244 

18,254 

5,723 

908 

5,628 

266 

6,929 

4,434 

593 

5,000 

3,839 

49,203 

8,510 

1,905 

19,755 

2,719 

28,266 

6,500 

1,223 

13,778 

3,016 

25,318 

6,362 

1,388 

8,138 

3,249 

29,221 

7,965 

1,613 

10,030 

1,759 

22,504 

6,296 

1,343 

7,329 

1,810 

13,969 

5,035 

1,035 

5,648 

10,171 

77,029 

10,207 

2,078 

28,959 

1,273 

14,524 

5,139 

983 

5,000 

813 

9,880 

4,757 

593 

5,000 

1,099 

17,247 

5,606 

1,275 

5,209 

1,616 

14,743 

5,220 

1,004 

5,389 

147 

3,817 

3,798 

344 

5,000 

1,820 

29,799 

7,974 

2,024 

8,116 

737 

7,380 

4,326 

488 

5,000 

325 

4,621 

3,830 

443 

5,000 

26,233 

219,632 

23,816 

3,188 

94,635 

87,343 

$1,837,966 

$400,222 

$75,044 

$722,299 

'y 


FY83-84 
State  Lan   I     Block 
FWP  Payment    Grant 

In  Lieu      10/1983 

of  Taxes 


411 

1,711 

0 

8,919 

0 

276 

126 

2,045 

0 

3,018 

1,167 

801 

5,828 

4,493 

1,324 

863 

4,776 

18,390 

3,954 

4,231 

0 

3,902 

0 

3,212 

0 

4,525 

0 

1,806 

4,713 

65,929 

1,335 

2,824 

321 

1,774 

19,470 

3,225 

7,991 

2,050 

1,588 

426 

4,444 

4,700 

4,235 

1,165 

0 

485 

683 

64,491 

$374,074 


$534,648 


*  These  funds  are  distributed  to  municipalities,  schoold  districts,  and  other  taxing  jurisdictions  within  each  county  based  on  proportionate  mill  levies. 
**  These  funds  are  split  between  county  and  municipalities  based  on  population. 


TABLE   II 
DETAILS   OF   STATE  FUNDS   DISTRIBUTED   TO  Ml'NICIPALTTTES 


LIQUOR 

BEER  & 

PUBLIC 

LOCAL  GOV'T 

COIT^'T  I ES 

INSURANCE 

GAS  TAX 

TAX 

VINE  TAX 

TRANSPORT- 

BLOCK GRANT 

AND  CITIES 

TAX  FY84 

FY84 

FY84 

FY84 

ATION  FY83 

10/83 

BEAVERHEAD 

Dillon 

$10,859 

$76,523 

$15,601 

$11,915 

$5,303 

Lima 

0 

8,744 

1,406 

491 

425 

BTC  HORN 

Hardin 

9,152 

60,095 

9,977 

9,889 

4,067 

Lodge  Grass 

0 

13,594 

0 

2,310 

2,290 

BLAINE 

Chinook 

3,780 

37,761 

4,735 

5,388 

2,360 

Harlem 

2,220 

23,087 

3,438 

3,065 

1,486 

BROADWATER 

Townsend 

A, 172 

34,685 

5.621 

4,756 

2,001 

CARBON 

Bearcreek 

0 

4,681 

0 

182 

97 

Brldger 

1,73A 

17,871 

1,002 

2,170 

967 

Fromberg 

834 

10,331 

1,410 

1,405 

749 

Jollet 

1,294 

12,106 

811 

1,738 

784 

Red  Lodge 

23,509 

40,473 

9,327 

5,681 

2,164 

CARTER 

Ekalaka 

1,108 

14,994 

1,921 

1,858 

972 

CASCADE 

Belt 

1,200 

15,507 

1,742 

2,472 

1,407 

Cascade 

1,346 

19,060 

2,019 

2,317 

1,225 

Great  Falls 

311,919 

893,440 

121,685 

169,990 

$19,568 

66,958 

Nelhart 

0 

8,974 

160 

272 

99 

CHOUTEAU 

Big  Sandy 

1,784 

22,969 

2,663 

2,502 

1,138 

Fort  Benton 

4,762 

39,991 

4,189 

5,073 

2,181 

Geraldlne 

720 

9,605 

508 

913 

422 

CUSTER 

Ismay 

0 

3,527 

0 

93 

43 

Miles  City 

58,198 

185,222 

21,812 

28,774 

11,817 

DANIELS 

Flaxville 

0 

4,636 

387 

426 

206 

Scobey 

3,002 

31,316 

3,353 

4,141 

1,876 

LIQUOR 

BEER  {. 

PUBLIC   LOCAl.  GOV'T 

rOlTNTIFS 

INSURANCE 

GAS  TAX 

TAX 

WINE  TAX 

TRANSPORT-  BLOCK  GRANT 

ANP  CITIES 

TAX  FY8A 

FY84 

FY84 

FY84 

ATION  FY83    10/83 

PAWSON 

Glerdlve 

18,9?.A 

100,406 

13,563 

17,914 

6,707 

Rlchey 

417 

9,440 

365 

1,250 

641 

DEER  LODGE 

Anaconda 

104, 28A 

105,401 

18,130 

37,513 

25,306  * 

FALLON 

Baker 

11,726 

48,222 

5,268 

7,055 

3,135 

Plevna 

352 

7,562 

214 

573 

327 

FERGUS 

Denton 

888 

13,901 

1,000 

1,067 

478 

Grass  Range 

112 

5,000 

407 

417 

241 

Lewi St own 

15,322 

128,168 

15,916 

21,288 

10,429 

Moore 

0 

8,090 

363 

687 

400 

Winifred 

137 

8,228 

534 

464 

274 

FLATHEAD 

Columbia  Falls 

10,268 

55,428 

13,164 

9,326 

3,658 

K.alispell 

104,477 

184,384 

51,796 

31,909 

10,611 

Whitefish 

18,264 

66,226 

26,353 

11,096 

4,153 

GALLATIN 

Belgrade 

6,884 

50,219 

5.199 

7,001 

2,789 

Bozeman 

55,637 

334,818 

51,709 

64,864 

26,826 

Manhattan 

2,160 

22,055 

1,771 

2,960 

1,421 

Three  Forks 

2,868 

32,929 

2,803 

3,736 

1,739 

West  Yellowstone    A, 338 

18,233 

8,166 

2,203 

659 

GARFIELD 

Jordan 

0 

14,401 

1,745 

1,453 

747 

GLACIER 

Browning 

1,382 

23,072 

10,336 

3,673 

3,010 

Cut  Bank 

16,568 

64,050 

13,103 

11,052 

4,712 

GOLDEN  VALLEY 

Lavina 

165 

6,078 

315 

491 

238 

Ryegate 

304 

9,053 

749 

818 

384 

GRANITE 

Drummond 

914 

8,036 

1,985 

1,241 

661 

Philipsburg 

1,644 

24,736 

3,287 

3,410 

2,060 

HILL 

Havre 

57,596 

175,605 

25,925 

32,638 

13,891 

Hingham 

281 

7,394 

525 

557 

197 

( 


COUNTIES 
AND  CITIES 

JEFFERSON 
Boulder 
Whitehall 

JUDITH  BASIN 
Hobson 
Stanford 

LAKE 
Poison 
Ron  an 
St.  Ignatius 

LEWIS  &  CLARK 
East  Helena 
Helena 


INSURANCE 

GAS  TAX 

TAX 

WINE  TAX 

TAX  FY84 

FY84 
35,252 

FY84 
3,732 

FY84 

?,03A 

4,318 

2,336 

20,326 

4,565 

3,086 

A50 

11,861 

1,191 

782 

1.428 

14,615 

2,335 

1,784 

8,230 

60,913 

16,466 

8,385 

4,398 

34,845 

6,706 

4,586 

1,050 

18,402 

2,892 

2,628 

11.514 

34,532 

4,981 

4,935 

129,047 

446,768 

69,430 

71,735 

LIQUOR     BEER  &     PUBLIC    LOCAL  GOV'T 
WINE  TAX  TRANSPORT-  BLOCK  GRANT 
ATION  FY83     10/83 


2,488 
1,417 


5,565 


420 
814 


3,322 
1,935 
1,780 


1,491 
25,535 


LIBERTY 
Chester 


3,148 


24,882 


3,108 


2,886 


1,306 


LINCOLN 
Eureka 
Libby 
Rexford 
Troy 

MADISON 
Ennls 
Sheridan 
Twin  Bridges 
Virginia  City 

KcCONE 
Circle 

MEAGHER 

White  Sulphur 

MINERAL 
Alberton 
Superior 


2,406 

20,533 

11,432 

58,913 

0 

3,090 

0 

20,582 

971 

20.070 

1,632 

12,841 

1.362 

10,518 

510 

11,146 

2,310 

22,047 

2,342 

32,149 

530 

8,009 

2,388 

26,235 

4,997 

14,613 

0 

4,851 


5,420 
3,448 
2,416 
1,372 


1,994 
3,957 


2,023 
4,828 


3.354 

8,235 

389 

3,261 


1,978 

1,936 

1,309 

575 


2,790 
3,901 


1,102 
3,158 


1,670 

2,922 

113 

1,629 


794 
848 
547 
242 


1,235 
2,036 


641 

1,483 


MISSOULA 
Missoula 


147,905 


560,611 


113,136 


100,055 


22,297 


34,198 


MUSSELSHELL 
Melstone 
Roundup 


233 
4,762 


8.599 
47,212 


308 
5,020 


713 
6,350 


357 
3,039 


COUNTIES 
AND  CITIES 


LIQUOR     BEEK  &  PUBLIC   LOCAL  GOV'T 

INSURANCE    GAS  TAX       TAX      WINE  TAX   TRANSPORT-  BLOCK  GRANT 
TAX  FY84      FY8A         FY84       FY84    ATION  FY83     10/83 


PARK 

Clyde  Park 
Livingston 


243 
31,251 


10,002 
118,147 


560 

22,573 


848 
20.959 


455 
8,466 


PETROLEUM 
Winrett 


316 


11,299 


736 


620 


366 


PHILLIPS 
Dodson 
Malta 
Saco 

PONDERA 
Conrad 
Valier 

POWDER  RIVER 
Broadus 

POWELL 

Deer  Lodge 

PRAIRIE 
Terry 

RAVALLI 
Darby 
Uanilton 
Plnesdale 
Stevensvllle 

RICHLAND 
Falrview 
Sidney 

ROOSEVELT 
Bainvllle 
Brockton 
Culbertson 
Frold 
Poplar 
Wolf  Point 


334 

8,171 

7,514 

53,110 

592 

11,811 

9,114 

62,459 

1,662 

21,209 

1,932 

17,457 

8,704 

79,851 

1,932 

29,116 

1,076 

12,305 

9,256 

68,372 

0 

0 

2,670 

23,053 

2,180 

25,096 

18,654 

105,704 

0 

10,943 

0 

6,893 

2,218 

18,191 

732 

9,922 

1,878 

19,729 

7,523 

56,096 

245 
6,548 
1,111 


7,664 
2,197 


2,605 


9,618 


1,746 


3,702 

17,994 

0 

3,899 


2,003 
16,123 


546 
2  34 
1,955 
1,041 
6,835 
9,112 


473 

7,093 

755 


9,212 
1,917 


2,133 

12,056 

2,784 


1  ,742 

7,975 

0 

3,617 


4,094 

17,159 


734 
1,120 
2,658 

968 
2,981 
9,212 


240 

2,749 

354 


3,819 

834 


889 


5,735 


1,374 


885 
2,986 
1,465 
1,691 


2,433 
6,601 


353 
1,251 
1,263 

470 
1,582 
4,331 


ROSEBUD 
Forsyth 

SANDERS 

Hot  Springs 
Plains 
Thompson  Falls 


6,062 


980 

1,388 
3,218 


55,226 


17,128 
22,988 
30,038 


21,660 


2,137 
4,692 
4,895 


7,651 


1,801 
3,344 
4,430 


3,438 


999 
1,464 
2,046 


i 


COITNTIES 
AND  CTTFF.S 


LIQUOR  BEER  &  PUBLIC  LOCAL  GOV'T 
INSURANCE  GAS  TAX  TAX  WINE  TAX  TRANSPORT-  BLOCK  GRANT 
TAX  FY84      FY84         FY84       FY84    ATION  FY83     10/83 


SHERIDAN 

Medicine  Lake 

740 

13,858 

861 

1,223 

Outlook 

0 

4,395 

157 

366 

Plentywood 

7,858 

52,709 

10,092 

7,420 

We St by 

418 

9,322 

691 

871 

SILVERBOW 

Butte 

218,628 

351,942 

63,528 

111,494 

Walkervllle 

1,018 

23,294 

4,281 

2,658 

STILLWATER 

Columbus 

4,326 

36,399 

8,489 

4,312 

SWEETGRASS 

Big  Timber 

4,276 

40,510 

5,422 

5,064 

TETON 

Choteau 

4,220 

42,917 

4,069 

5,388 

Dutton 

748 

11,211 

929 

1,076 

Fairfield 

1,820 

17,075 

2,326 

1,947 

TOOLF 

Kevin 

0 

9,024 

1.069 

624 

Shelby 

7,406 

58,752 

8,896 

9,416 

Sunburst 

836' 

15,136 

808 

1,426 

TREASURE 

Hysham 

936 

11,039 

982 

1,346 

VALLEY 

Glasgow 

6,475 

81,545 

10,502 

13,305 

Nashua 

0 

13,743 

1,178 

1,483 

Opheim 

245 

8,323 

455 

629 

WHEATLAND 

Harlowton 

0 

30,642 

4,588 

3,540 

Judith  Gap 

119 

5,757 

327 

638 

WIBAUX 

Wibaux 

1,758 

18,242 

2,169 

2,343 

YELLOWSTONE 

Billings 

272,528 

1,099,359 

163,811 

200,177 

Broadview 

233 

5,375 

405 

359 

Laurel 

15,664 

99,837 

10,669 

16,425 

7,973 


652 

178 

3 

,107 

551 

65 

,929  * 

2 

,182 

1 

,794 

2 

,245 

2 

,443 

501 

836 

387 

4 

,334 

840 

19,597 


670 


5,566 
826 
308 


1,812 
478 


1,077 


65,458 

128 

6,701 


TOTAL 


$1,891,604  $7,650,000  $1,231,382  $1,310,574 


$75,000    $556,535 


Amount  of  Insurance  tax  paid  into  the  Police  and  Retirement  Reserve  Funds  in  FY84  = 
$4.5  million.   The  amount  shown  above  are  current  year  pension  benefits  paid  directly 
to  retired  officers  of  these  municipalities. 


Consolidated  Governments 


January  11,  1984 


FACT  SHEET  ON  MONTANA'S 
INDIVIDUAI,  INCOME  TAX 


I.   COLLECTION  AND  DISTRIBUTION 

Individual  Income  tax  is  the  state's  single  largest  tax  source. 
However,  the  growth  in  severance  tax  collections  and  investment 
earnings  has  reduced  its  relative  importance.  Income  tax  collec- 
tions in  recent  years  have  been: 

Total  Collections        %  of  Total  State  Revenue 


FY73 

$  77,065,529 

18.14% 

FY74 

79,028,636 

16.77 

FY75 

88,599,406 

17.03 

FY76 

97,520,297 

15.08 

FY77 

111,861,527 

15.49 

FY78 

123,620,799 

15.95 

FY79 

141,420,747 

16.07 

FY80 

134,987,298 

13.33 

FY81 

146.036,287 

12.93 

FY82 

143,803,751 

12.02 

FY83 

151,784,173 

11.94 

Income  tax  collections  are  distributed  64%  to  the  general  fund, 
25%  to  the  school  foundation  program,  and  11%  to  the  long-range 
building  program.* 

II.  MONTANA'S  INCOME  TAX  STRUCTURE 

A.   General  Structure  and  Tax  Rates 

Montana  has  a  graduated  income  tax  with  tax  rates  ranging 
from  2-11%  of  taxable  income.  Taxable  income  is  defined  as 
the  adjusted  gross  Income  reported  for  federal  Income  tax 
purposes,  with  some  special  exclusions,  additions,  and  deduc- 
tions enacted  by  state  law.  Montana  law  also  allows  tax 
credits  to  be  claimed  for  certain  expenses. 

Combined  with  Montana's  relatively  low  tax  rates,  these  stat- 
utory exclusions,  deductions,  exemptions,  and  credits  limit 
total  state  income  tax  collections  to  2%  of  Montanans'  total 
personal  income. 

*  If  there  are  sufficient  funds  from  other  sources  to  fund 
the  long-range  building  program,  the  Income  tax  revenue  is 
transferred  to  the  general  fund. 


As   shown   in  the  following  table,  deductions  are  the  most 
important  element  in  reducing  taxpayers'  liability: 


Reduced  Tax 

%  of  Total 

Liability* 

Tax 

(1981  Returns) 

Reduction 

$  52,557,101 

21.01% 

32,392,974 

12.95 

117,150,937 

46.83 

36,850,414 

14.73 

11,200,362 

4.48 

Federal  Exclusions 
Additional  Montana  Exclusions 
Deductions 
Personal  Exemptions 
Credits 


The  two  largest  deductions  claimed  are  for  federal  income 
tax  paid  and  interest  expense.  On  1981  tax  returns,  they 
comprised  almost  75%  of  total  deductions.  The  largest 
exclusions  claimed  are  for  social  security  benefits  and 
capital  gains. 

Wages  and  salaries  are  the  major  source  of  income  subject 
to  Montana's  income  tax.  Although  many  farms  and  business 
partnerships  reported  taxable  income  in  1981,  the  signifi- 
cant losses  reported  by  others  caused  total  farm  income 
and  business  partnerships  to  show  a  net  loss  on  1981 
returns. 


Total  income  shown  on 

%  of 

1981  Tax  Returns 

Total 

$4,341,662,637 

70.85% 

690,856,904 

11.28 

226,882,423 

3.70 

217,891,699 

3.56 

273,812,460 

4.47 

165,522,752 

2.70 

(25,908,718) 

0 

(121,367,564) 

0 

211,158,218 

3.44 

Wages  and  salaries 
Interest  income 
Dividend  income 
Net  business  income 
Gain/loss  from  property 
Net  rent/royalty  income 
Partnership  income 
Net  farm  income 
Other  income 

Approximately  90%  of  total  income  tax  collections  are  paid 
through  employers'  withholding  from  employees'  paychecks. 
Employers  hold  the  taxes  in  trust  and  remit  them  to  the 
Department  of  Revenue  on  a  quarterly  basis. 

B.    Full  Indexation 

Montana's  one  of  the  few  states  in  the  nation  with  a  fully 
indexed  Income  tax  structure.  The  personal  exemption,  stan- 
dard deduction,  and  tax  brackets  are  adjusted  annually 


Based  on  average  marginal  tax  rates  for  each  element  as 
shown  on  calendar  1981  returns. 


for  changes  In  the  national  consumer  price  index.  Most  of 
the  other  ten  states  with  indexing  laws  have  partial  Indexa- 
tion, adjusting  only  certain  elements  of  the  tax  structure  or 
for  only  a  portion  of  Inflation  Increases. 

Due  to  fiscal  constraints,  the  legislatures  of  Colorado, 
Minnesota,  Maine,  Oregon,  South  Carolina,  and  Wisconsin 
recently  voted  to  either  suspend  or  delay  implementation  of 
indexation  for  several  years.  So,  Montana  currently  stands 
as  one  of  the  national  leaders  In  income  tax  Indexation. 

The  effect  of  indexation  on  average  Montana  taxpayers  is 
shown  below: 

FAMILY  OF  FOUR* 


Tax 

Adiusted 

Tax  With 

Tax  Without 

%  Tax 

Year 

Gross  Income 

Indexation 

Indexation 

Savings 

1981 

$22,703 

$649 

$705 

8% 

1982 

24,315 

698 

796 

12 

1983 

24,9A7 

718 
INDIVIDUAL 

834 

14 

Tax 

Adjusted 

Tax  With 

Tax  VHthout 

%  Tax 

Year 

Gross  Income 

Indexation 

Indexation 

Savings 

1981 

$  7,323 

$172 

$183 

6% 

1982 

7,843 

185 

207 

11 

1983 

8,047 

190 

217 

12 

Tax  Benefits  For  Senior  Citizens  and  the  Handicapped 

Senior  citizens  and  handicapped  persons  receive  special  tax 
benefits  under  Montana's  Income  tax  laws.  Taxpayers  who  are 
over  64  years  old,  blind,  or  have  handicapped  dependents  are 
able  to  claim  an  additional  exemption.  On  1981  returns, 
64,404  additional  exemptions  were  claimed.  The  first  $3,600 
in  retirement  benefits  from  public  retirement  plans  and  $360 
from  private  retirement  plans  are  exempt  from  taxation.  In 
1981,  over  26,000  taxpayers  excluded  $63.7  million  in  retire- 
ment benefits,  reducing  their  taxes  by  $2.77  million.  Senior 
citizens  are  also  allowed  to  exclude  $800  in  Interest  Income 
($1,600  for  joint  returns).  On  1981  returns,  this  provision 
yielded  about  $2  million  in  tax  relief.  Lastly,  senior  citi- 
zens meeting  certain  Income  limitations  are  able  to  claim  a 
credit  for  a  portion  of  the  property  tax  or  rent  paid  for 
their  homes.  In  1981,  15,428  taxpayers  received  $1.8  million 
from  this  credit.  The  total  is  expected  to  rise  to  $3  mil- 
lion next  year,  as  a  result  of  the  1983  legislation  raising 
the  credit  limit  from  $150  to  $400. 


*  The  examples  are  based  on  average  Montana  incomes  as 
reported  in  the  1980  census,  adjusted  for  inflation  (CPI) . 
For  the  family,  deductions  are  assumed  to  be  30%  of 
adjusted  gross  Income.  The  Individual  Is  assumed  to  have 
claimed  the  standard  deduction. 


(• 


D.   Tax  Collections  by  Bracket 

As  is  true  with  graduated  income  tax  systems,  most  of  Mon- 
tana's tax  is  collected  from  those  with  the  highest  incomes. 
On  1981  returns,  12%  of  taxpayers  with  the  highest  taxable 
incomes  paid  46%  of  the  tax. 

Taxable  Income  Brackets  %  of  Total  Returns  %  of  Total  Tax  Paid 


$     0  -  $  4,400 

38.15% 

5.13% 

4,401  -   8,800 

25.83 

15.35 

8,801  -  15,300 

23.56 

32.83 

15,301  -  38,400 

11.69 

36.60 

38,401  and  over 

0.77 

10.09 

III.  COMPARING  MONTANA'S  AND  OTHER  STATES'  INCOME  TAXES 

A.  Montana's  per  capita  individual  income  tax  burden  is  below 
the  national  average.  In  1982,  the  average  per  capita  state 
individual  income  tax  paid  by  U.  S.  residents  was  $202.33. 
Montanans  paid  an  average  $182.72  —  10%  less  than  the 
national  average.  On  the  basis  of  income  tax  collected  per 
$1,000  of  personal  income,  Montana  ranks  very  near  the 
national  average —  $19.28  compared  to  $19.07  for  the  nation 
as  a  whole. 

The  recent  large  income  tax  increases  in  other  states  will 
make  Montana's  tax  burden  decrease  relative  to  other  states 
in  the  next  several  years. 

B.  Montana's  income  tax  burden  has  been  decreasing  in  the  last 
several  years  at  a  time  when  many  states  have  been  increasing 
their  income  taxes.  Montana's  individual  income  tax  rates 
have  not  been  increased  in  more  than  a  decade.  In  the  last 
three  years,  the  voters  and  legislature  have  enacted  several 
significant  tax  relief  measures  -  indexing,  repeal  of  the 
surtax.  Increase  in  standard  deduction,  tax  credit  for  the 
elderly,  and  elderly  interest  exclusion.  These  measures  have 
reduced  the  percentage  of  their  personal  income  Montanans  pay 
for  state  Income  taxes. 

Income  Tax  Collections 
as  a  %  of  Total  Personal 
Calendar  Year  Income 

1977  2.67% 

1978  2.58 

1979  2.28 

1980  2.13 

1981  2.02 

In  contrast ,  many  states  have  recently  enacted  hefty   income 
tax  increases  to  balance  their  budgets.   Since  1979,  thirteen 


states  have  increased  their  income  tax  rates.  In  1983  alone, 
eight  states  Increased  tax  rates,  four  enacted  or  raised 
surtaxes,  and  six  suspended  or  delayed  implementation  of 
indexing  measures.  Ohio's  increase  is  probably  the  largest: 
a  90%  surtax  will  be  imposed  in  1984.  Michigan's  latest 
income  tax  increase  is  also  large  -  an  estimated  $675  million 
or  $73  per  resident. 
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$12,057,255 

2.83% 

15,736,160 

3.34 

22,078,580 

4.24 

23,020,112 

3.56 

24,957,238 

3.45 

29,238,772 

3.77 

36,092,417 

4.10 

45,623,189 

4.51 

52,900,964 

4.68 

44,630,472 

3.73 

35,824,951 

2.82 
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FACT  SHEET  ON  MONTANA'S 
CORPORATION  TAXES 

I.   COLLECTION  AND  DISTRIBUTION 

While  corporation  license  tax  ranks  fifth  among  Montana's  taxes  in 
revenue  production,  its  relative  importance  to  total  state  revenue  has 
declined  in  recent  years: 

Total  Collections        7.   of  Total  State  Revenue 

FY73 
FY74 
FY75 
FY76 
FY77 
FY78 
FY79 
FY80 
FY81 
FY82 
FY83 

The  corporation  license  tax  collected  from  banks  and  savings  associa- 
tions is  distributed  80%  to  the  various  taxing  jurisdictions  within 
the  county  in  which  the  financial  institution  is  located,  12.8%  to  the 
state  general  fund,  5%  to  the  school  foundation  program,  and  2.2%  to 
the  long-range  building  program.  Corporation  tax  collected  from  other 
corporations  is  distributed  64%  to  the  general  fund,  25%  to  the  school 
foundation  programs,  and  11%  to  the  long  range  building  program.* 

II.   DESCRIPTION  OF  TAX 

A.   Imposition  of  the  tax 

All  corporations  engaged  in  business  for  financial  gain  in  Montana  are 
subject  to  the  corporate  license  tax.** 

*  If  there  are  sufficient  funds  from  other  sources  to  fund  the  long- 
range  building  program,  the  corporation  tax  revenue  is  transferred 
to  the  general  fund. 

**  A  very  small  number  of  corporations  are  subject  to  Montana's  corpo- 
rate income  tax,  rather  than  the  corporate  license  tax,  because  of 
the  limited  scope  of  their  activity  in  the  state.  Deductions, 
credits,  tax  rate,  and  administration  are  the  same  for  both  taxes. 
No  corporation  is  subject  to  both  taxes. 


Mary  non-profit  educational,  fraternal,  religious,  and  marketing  coop- 
erative associations  are  exempt  from  paying  the  tax.  However,  any 
unrelated  business  income  earned  by  an  exempt  corporation  is  taxable 
if  it  results  in  a  federal  tax  liability  of  more  than  $100. 

Corporations  that  have  sales  of  tangible  property  in  Montana  but  are 
domiciled  elsewhere  and  do  not  own  or  rent  real  property  within  the 
state  may  elect  to  pay  an  alternate  tax  of  0.5%  of  gross  sales  made  in 
Montana.   Very  few  corporations  choose  this  alternative. 

Banks  and  savings  and  loan  associations  are  treated  for  corporation 
tax  purposes  the  same  as  other  corporations,  but  80%  of  the  tax  they 
pay  is  returned  to  the  counties  in  which  the  bank  or  savings  and  loan 
association  is  located.  This  allocation  was  designed  to  reimburse 
local  governments  for  revenue  lost  when  the  property  tax  on  bank 
shares  was  repealed  in  1979.  The  amount  of  corporation  tax  distribut- 
ed to  local  governments  since  1979  has  been: 


FY80 

$3,969,A13 

FY81 

4,521,660 

FYS  2 

3,639,179 

FY83 

3,434,493 

However,  these  amounts  may  be  reduced  because  of  pending  refund  claims 
resulting  from  a  1982  Montana  Supreme  Court  decision  and  legislation 
enacted  by  the  1983  legislature.  The  refunds  for  the  period  FY80 
through  FY83  may  total  $2.6  million,  of  which  $2.0  million  would  have 
to  be  refunded  by  local  governments.  If  the  1983  legislation  is  held 
Invalid  as  a  result  of  a  recently  filed  lawsuit,  local  governments  may 
have  to  refund  $7.06  million  to  financial  institutions  for  the  period 
FY80  through  FYS 3. 

B.   Tax  base  and  rate 

Montana's  corporate  tax  rate  is  6  3/4%  of  net  Income  (gross  income 
minus  allowable  deductions) .  Gross  Income  Is  the  same  as  for  federal 
corporate  taxes.  Allowable  deductions  include  all  ordinary  and  neces- 
sary business  expenses,  certain  losses  and  depreciation  of  assets, 
resource  depletion  allowance,  interest  paid  on  business  debts,  taxes 
paid  (except  state  or  federal  corporation  taxes) ,  certain  charitable 
contributions,  certain  energy-related  investments,  and  net  operating 
losses.  Net  operating  losses  may  be  carried  back  three  years  and 
carried  forward  seven  years. 


C.  Apportionment  of  income 

In  FY83,  20%  of  all  corporation  tax  returns  were  filed  by  corporations 
conducting  a  "unitary  business"  In  more  than  one  state.  The  amount  of 
a  multi-state  corporation's  total  Income  that  is  subject  to  Montana 
tax  is  determined  by  a  three  factor  formula  based  on  the  ratio  of 
property,  payroll,  and  sales  In  Montana  to  the  corporation's  total 
property,  payroll,  and  sales.  The  same  formula  is  used  by  more  than 
25  states.  The  use  of  the  formula  is  designed  to  ensure  that  a  corpo- 
ration Is  taxed  only  on  the  Income  that  is  properly  attributable  to 
economic  activity  within  the  state. 

D.  Tax  credits 

Under  Montana  law,  corporations  are  allowed  to  reduce  their  corporate 
tax  liability  by  claiming  tax  credits  for  certain  expenses.  In  FY83, 
corporations  claimed  $9  million  in  credits  and  reduced  their  tax  lia- 
bility by  almost  20%.  The  five  credits  allowed  are  discussed  below. 

Business  Inventory  Credit.  For  tax  years  1981  and  1982,  corporations 
were  allowed  to  claim  as  an  income  or  corporate  tax  credit  the  amount 
paid  to  county  treasurers  for  business  inventory  property  tax  (provid- 
ed the  tax  had  not  been  claimed  as  a  deduction).  Beginning  in  1983, 
business  Inventories  are  exempt  from  property  taxation. 

In  FY82,  874  corporations  claimed  business  Inventory  credits  totalling 
$1,710,615.  The  amount  of  credit  claimed  in  FY83  was  substantially 
higher:   $5,727,503  claimed  by  1,834  corporations. 

As  shown  in  the  following  table,  most  corporations  claimed  business 
inventory  credits  of  less  than  $1,000  in  FY83.  However,  eighty  corpo- 
rations claimed  over  $10,000  in  inventory  credit  and  six  corporations 
claimed  over  $150,000.  In  other  words,  over  55%  of  the  total  amount 
of  credit  was  claimed  by  fewer  than  5%  of  the  corporations  claiming 
the  credit.  The  largest  credit  claimed  by  a  corporation  was  $256,370. 


Business 

Number  of 

%   of  Total 

% 

of  Total 

Inventory 

Returns  Claiming 

Returns  Cla 

Imlng 

Dc 

)llars  of 

Credit  Claimed 

Credit 

Credit 

Crec 

lit  Claimed 

$     1-    100 

238 

13.0% 

.2 

101-    500 

439 

23.9 

1.6 

501-   1,000 

341 

18.6 

4.4 

1,001-  2,000 

314 

17.1 

7.7 

2,001-  5,000 

309 

16.9 

17.1 

5,001-  10,000 

113 

6.2 

13.7 

10,001-  50,000 

63 

3.4 

22.0 

50,001-100,000 

11 

0.6 

13.2 

100,001-200,000 

4 

0.2 

11.6 

over  200,000 

2 

0.1 

8.5 

Total 

1,834 

100.0 

100.0 

Investment  credit. 

Since  1977, 

cor 

poratlons  have 

been  , 

allowed 

to  take 

a  credit  for  a  portion  of  the  federal  credit  claimed  for  Investment  In 
depreciable  property.  Montana  law  allowed  20%  of  the  federal  credit 
to  be  claimed  for  tax  years  1977  through  1980  and  30%  for  tax  years 
1981  and  1982.  The  1983  legislature  limited  the  credit  to  5%  of  the 
federal  credit  up  to  $500  and  required  that  the  property  for  which  the 
credit  was  claimed  be  used  In  Montana  for  the  production  of  Montana 
Income.  The  amount  of  Investment  credit  claimed  has  grown  rapidly 
since  1977: 


Number 

of  Corporat 
Claiming 

ions 

Total  Amount 
Claimed 

FY77 

619 

$   123,403 

FY78 

1,366 

865,489 

FY79 

3,615 

1,366,569 

FY80 

4,172 

1,653,769 

FY81 

4,276 

2,220,603 

FY82 

5,140 

2,995,634 

FYS  3 

5,773 

2,999,103 

In  both  FY82  and  FY83,  nearly  80%  of  the  corporations  claiming  the 
credit  claimed  $500  or  less.  In  1983,  only  twenty-one  corporations 
claimed  Investment  credits  in  excess  of  $10,000,  but  29  percent  of  the 
total  amount  of  credit  are  claimed  by  less  than  2  percent  of  the  cor- 
porations claiming  the  credit.  The  largest  credit  claimed  was 
$51,084. 
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$     1-    100 

3,253 

56.3 

4.7 

101-    500 

1,272 

22.0 

11.0 

501-   1,000 

541 

9.4 

13.1 

1,001-  2,000 

369 

6.4 

17.5 

2,001-  5,000 

248 

4.3 

24.9 

5,001-  10,000 

69 

1.2 

15.3 

over  10,000 

21 

.4 

13.5 

Total 

5,773 

100.0 

100.0 

Contractors' s  gross  receipt  tax 

credit 

Corporations 

may 

claim 

as  a 

credit  against  corporate  taxes  the  amount  of  public  contractors  gross 
receipts  tax  paid.  In  FY83,  107  corporations  claimed  $400,000  in 
credits. 

New  industry  credit.  Certain  new  or  expanding  manufacturing  corpora- 
tions may  claim  a  credit  of  1%  of  total  wages  paid  to  new  employees 
hired  in  the  first  three  years  after  operation  or  expansion  began.  In 
FY83,  fewer  than  ten  corporations  claimed  this  credit,  totalling  less 
than  $10,000. 

Interest  differential.  Public  utilities  and  financial  institutions 
that  make  low- interest  loans  to  homeowners  for  energy  conservation 
projects  may  claim  a  credit  for  the  difference  between  the  Interest 
received  on  the  loan  and  the  interest  they  would  have  received  at  the 
prevailing  rate.  Public  utilities  may  use  the  credit  to  offset  their 
electrical  energy  tax.  In  FY83,  $261,761  was  claimed  under  this  pro- 
vision. Only  one  corporation  claimed  the  credit  against  its  corpora- 
tion tax  liability  in  FY83. 


III.   COMPARING  MONTANA'S  AND  OTHER  STATES'  CORPORATE  TAXES 


A.  Most  corporations  pay  less  than  $500  per  year  in  Montana  cor- 
porate tax.  For  most  corporations  doing  business  in  the  state, 
Montana's  corporation  tax  is  an  insignificant  cost.  An  analysis 
of  tax  returns  filed  in  FY83  showed  that  10,618  corporations  (70% 
of  all  those  filing)  paid  $500  or  less,  with  almost  40%  paying 
$100  or  less.  A  few  large  firms  pay  most  of  the  tax.  In  FY83,  53 
corporations  paid  39%  of  the  total  corporate  license  tax  collect- 
ed. 


FY83  Average  Corporation  Tax 
Paid  By  Regular  Corporations* 


Average  Tax  Paid   No.  of  Returns 
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15,136 
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B.   Montana's  corporate  tax  rate  is  lower  than  in  22  other  states 

and  has  not  been  increased  in  the  last  ten  years.  Twenty-two 

states  have  higher  corporate  tax  rates  than  Montana.  For  example, 

Minnesota's  maximum  rate  is  12%,  Connecticut's  11.5%,  California's 
9.6%  and  Alaska's  9.4%. 

Montana's  corporate  tax  rate  has  not  been  increased  since  1973. 
In  contrast,  23  of  the  45  states  imposing  corporate  taxes  have 
raised  their  rates  since  1977.  In  1983  alone,  11  states  increased 
their  rates  to  help  balance  strained  budgets.  Five  of  these 
increases  were  enacted  on  a  temporary  basis.  Wisconsin  extended 
its  10%  surtax  for  1982  and  1983.  North  Dakota  increased  its 
maximum  tax  rate  from  7%  to  10.5%  for  three  years.  Utah  raised 
its  corporate  franchise  tax  from  4%  to  4.65%  for  1983.  Rhode 
Island's  maximum  rate  is  9%  for  the  current  tax  year.  New  Hamp- 
shire imposed  a  19.5%  surtax  for  FY84  and  a  13.5%  surtax  for  FY85. 
West  Virginia  imposed  a  15%  surtax  for  FY84,  but  increased  its  tax 
rate  permanently.  In  the  remaining  states,  the  increases  are 
considered  permanent. 

In  addition,  six  states  enacted  legislation  in  1983  requiring 
estimated  payments  of  corporate  income  tax  prior  to  their  due 
dates  or  accelerated  payment  dates  for  corporate  taxes. 

*  In  addition,  3165  small  business  corporations  paid  $28,090 
($8.88  average  payment)  and  3  cooperatives  paid  $50  ($16.66 
average  payment). 


C.  Montana  adopted  the  federal  Accelerated  Cost  Kecovery  System 
(ACR?)  and  has  enacted  many  other  features  attractive  to  the  busi- 
ness community.  Montana  Is  one  of  20  states  that  allow  businesses 
to  make  full  use  of  the  new  depreciation  rules  enacted  in  the 
federal  Economic  Tax  Recovery  Act  of  1981  in  calculating  their 
state  corporation  tax.  Adoption  of  ACRS  will  save  businesses 
approximately  $19  million  in  Montana  corporation  taxes  in  the 
1984-85  biennium. 

Many  states  do  not  allow  full  use  of  ACRS  or  require  an  addback  of 
a  portion  of  the  ACRS  deduction  claimed.  Since  1981,  eight  states 
have  passed  legislation  denying  or  limiting  the  use  of  ACRS.  Nine 
other  states  have  enacted  addback  provisions. 

Montana  also  allows  corporations  to  use  net  operating  losses  in 
excess  of  the  current  year's  tax  liability  to  reduce  taxes  paid 
for  the  last  three  years  or  seven  years  in  the  future.  Some 
states  (like  California,  Michigan,  New  Hampshire,  New  Jersey,  and 
Alabama)  do  not  allow  any  net  operating  loss  carryover.  Other 
states  limit  carryovers  to  a  much  shorter  period  than  Montana. 

Another  Important  deduction  In  a  natural  resource  extraction  state 
like  Montana  is  the  deduction  allowed  for  federal  windfall  profit 
tax  paid.  In  FY82,  Montana  oil  producers  paid  $265.54  million  in 
windfall  profit  tax.   Some  states  do  not  allow  this  deduction. 

Montana  allows  tax  credits  for  a  variety  of  business  expenditures. 
In  FY83,  these  credits  enabled  corporations  to  reduce  their  tax 
liability  by  over  20%. 


FACT  SHEET  ON  MONTANA  OIL 


T .   PRODUCTION 

Montana  Is  the  13th  largest  oil-producing  state  In  the  U.S.  In 
recent  years,  the  amount  of  oil  produced  In  the  state  has  been: 

Calendar  Year  Bbls.  Gross  Value 

1978  30,934,923  $  277,737,502 

1979  30,285,631  362,239,259 

1980  29,927,468  626,154,711 

1981  30,517,947  1,052,333,907 

1982  30,917,311  966,344,510* 

Currently,  there  are  over  4,600  oil  wells  operating  in  the  state 
and  the  number  is  growing.  In  the  first  half  of  1983,  100  suc- 
cessful new  oil  wells  were  completed. 

II.   TAXES 

Montana  imposes  four  taxes  on  oil: 

A.  Severance  Tax;  The  severance  tax  is  currently  6%  of  the 
gross  value  of  oil.  It  will  be  reduced  to  5%  on  April  1,  1985. 
This  tax  has  yielded  the  following  revenue: 

FY80  $10,544,555 

FYSl  19,578,172 

FY82  51,073,425 

FY83  45,228,535 

The  revenue  is  allocated  as  follows: 

1)  One-third  to  the  Local  Government  Block  Grant  account  for 
distribution  to  all  Montana's  cities  and  counties; 

2)  A  portion  of  the  collections  is  returned  to  cities  and  coun- 
ties in  the  oil-producing  areas  to  help  them  in  dealing  with 
Impacts.  The  portion  returned  varies  according  to  the  new 
production  in  each  county:  FY81-$992,488;  FY82-$1 ,644, 112; 
and  FY83-$4,353,485. 

3)  The  remainder  to  the  state  general  fund. 

*  CY1978-1981  figures  from  Department  of  Revenue  net  proceeds 
returns;  CY82  figures  from  Board  of  Oil  and  Gas  Conservation 
returns. 


B.  Net  Proceeds  Tax:  The  largest  tax  on  oil  Is  the  net  pro- 
ceeds tax  Imposed  for  local  governments.  The  tax  Is  calculated 
on  the  gross  value  of  oil,  minus  all  allowable  deductions,  mul- 
tiplied by  the  local  mill  levy.  The  collections  in  recent  years 
have  been: 

FY80  $21,011,951 

FY81  28,663,376 

FY82  40,868,506 

FY83  66,160,884 

On  the  average,  local  governments  spend  60%  of  these   funds   for 

education,   8%  for  city  operations,  23%  for  county  operations, 

and  6%  for  five  and  other  special   districts.   About   3%   is 

returned  to  the  state  to  support  the  university  system. 

C.  Resource  Indemnity.  This  tax  (0.5%  of  gross  value  of  all 
minerals  produced)  has  yielded  the  following  amounts  from  oil 
production: 

rySO  $1,828,947 

FY81  3,328,426 

FY82  5,308,525 

FYR3  4,783,438 

These  taxes  are  placed  In  a  trust  fund  to  Indemnify  the  state 
against  damage  to  the  environment  from  the  extraction  of  non- 
renewable natural  resources.  Interest  from  the  trust  is  appro- 
priated for  projects  "to  improve  the  total  environment  and 
rectify  damages  thereto." 

D.  Conser\^ation  Tax:  The  Board  of  Oil  and  Cas  Conservation 
levies  a  small  tax  to  support  its  own  operations.  The  tax  is 
.0008  of  gross  value  and  yields  about  $600,000  per  year. 

III.   COMPAPISON  WITH  OTHER  STATES 

A.  Montana's  tax  rates  compare  favorably  with  other  states 

As  the  attached  Table  T  shows,  Montana's  severance  tax  is  lower 
than  in  nine  other  states. 

When  our  total  tax  burden  is  compared  with  other  states,  Montana 
ranks  lower  than  major  producers  Alaska  and  Louisiana  and  is 
comparable  to  neighboring  states  Wyoming  and  North  Dakota. 


* 


The  total  tax  rate  In  a  particular  county  may  be  higher  or  lower 
than  the  statewide  average,  because  the  net  proceeds  tax  rate 
varies  from  county  to  county  depending  on  the  local  mill  levy. 
In  Glacier  county,  for  example,  the  effective  total  tax  rate  for 
the  current  year  is  16.35?  because  the  local  mill  levy  Is  204. 
For  Powder  River  county,  the  effective  tax  rate  Is  10.35% 
because  the  mill  levy  Is  80.  Thus,  the  total  tax  burden  on  oil 
produced  in  a  high  mill  levy  county  may  be  higher  than  the  taxes 
Imposed  In  other  states,  but  the  statewide  average  mill  levy 
Imposed  or  oil  makes  our  current  total  tax  burden  12.93%. 

Tax  Tax  Rate 

Net  Tax  Proceeds  Tax  6.35% 

Severance  6.00 

Resource  Indemnity  0.50 

Conservation  Tax  0.08 

12.93% 

B.  Montana's  tax  rate  Is  declining,  while  other  states'  taxes 
are  Increasing 

Since  1981,  7  of  the  30  states  producing  oil  have  raised  their 
oil  severance  taxes,  and  Increases  have  been  debated  (and.  In 
some  cases,  narrowly  defeated)  in  at  least  five  other  states. 

Three  states  have  raised  their  oil  severance  taxes  this  year 
alone.  Alabama's  combined  severance  and  conservation  tax  rate 
is  now  10%  of  the  gross  value  of  non-stripper  wells.  Kansas 
enacted  an  8%  severance  tax.  And  Ohio  raised  its  small  sever- 
ance tax  by  over  300%.  Other  states  have  changed  from  quarterly 
to  monthly  severance  tax  reporting  to  speed  collections  and  help 
balance  strained  state  budgets. 

Montana  is  unique  In  actually  lowering  its  oil  severance  tax, 
effective  in  FY86. 

C.  Montana's  tax  structure  has  several  advantages  producers 
don't  enjoy  in  other  states: 

!•  Deductibility  of  operating  costs  and  windfall  profit  tax. 
Montana  allows  oil  producers  to  deduct  certain  operating 
costs,  amortized  drilling  and  capital  expenditure  costs,  and 
all  windfall  profit  taxes*  paid  in  calculating  the  net  pro- 
ceeds tax  due.  Wyoming's  gross  proceeds  tax,  which  is 
imposed  In  addition  to  its  A%-6%  severance  tax,  does  not 
allow  deduction  of  these  costs.  North  Dakota's  6.5%  excise 
tax  and  5%  production  tax  also  are  imposed  on  gross  value. 

Effective  in   1984,   the  deduction  for  windfall  profit  tax  will  be 
reduced  to  70%,  retroactive  to  1980. 


In  FY82,  ol]  producers  deducted  $240.96  million  In  operating 
costs  and  $265.54  million  in  windfall  profit  tax.  This 
reduced  their  net  proceeds  tax  by  $62.3  million. 

2.  No  sales  tax.  In  many  states,  all  oil  drilling  and  pumping 
equipment  purchased  or  brought  into  the  state  is  subject  to 
a  sales  or  use  tax.  In  Wyoming,  the  sales  tax  is  3%  (4%  in 
some  cities);  in  North  Dakota,  3%;  in  Texas,  4%;  and  in 
California,  6%.  Montana  has  no  sales  tax.  Since  sales 
taxes  must  be  paid  before  production  begins,  this  cost  may 
deter  exploration.  Montana's  severance  taxes  and  net  pro- 
ceeds tax  are  not  due  until  after  production  has  begun. 

3.  Deductibility  of  windfall  profit  tax  in  computing  corporate 
tax  due.  Like  North  Dakota,  Oregon,  California,  and  several 
other  states,  Montana  allows  oil  producers  to  deduct  the 
windfall  profit  tax  paid  during  the  year  when  computing  the 
corporation  tax  due.  Some  states,  like  Minnesota,  do  not 
allow  this  deduction. 

IV.   RECENT  OIL  ACTIVITY 

Montana's  oil  exploration  activity  has  followed  national  trends 
closely,  as  Tables  II  and  III  show.  When  oil  prices  neared 
§40/bbl.  (early  1981),  90  rotary  rigs  were  exploring  in  Montana 
and  nearly  4500  in  the  U.S.  Now  that  world  oil  prices  are  at 
$29/bbl.,  Montana's  rig  count  is  34  and  the  U.S.  count  is  2,383. 

In  these  states  and  the  U.S.  as  a  whole,  exploration  activity 
has  returned  to  the  average  of  the  late  1970' s  after  the  unusual 
activity  of  1981.  In  Montana,  the  number  of  rigs  active 
throughout  that  decade  averaged  between  18  and  32.  Last  week, 
there  were  34  rigs  active.  Similarly,  the  U.S.  rig  count  aver- 
aged between  1,200  and  2,200  in  the  1970' s;  last  week's  rig 
count  was  2,383.  Since  mid-summer,  the  rig  count  in  both  Mon- 
tana and  the  U.S.  has  climbed  steadily. 

Oil  activity  is  strong  in  Montana.  In  1981,  1,149  new  oil  and 
gas  wells  were  drilled  in  the  state — the  highest  number  in  a 
decade.  Last  year  was  an  equally  good  year  with  984  wells  com- 
pleted. In  the  first  half  of  this  year,  252  permits  to  drill 
for  oil  and  gas  have  been  issued  and  316  new  wells  drilled. 


TABLF'  I 
COMPARISON  OF  STATE  TAXiS  ON  OIL  PRODUCTION* 
Severance  and  Excise  Taxes  on  Oil  Production 


1. 

Alaska 

2. 

Louisiana 

3. 

North  Dakota 

4. 

Kansas 

5. 

Oklahoma 

6. 

Alabama 

7. 

Mississippi 

8. 

Florida 

9. 

Michigan 

10. 

Oregon 

11. 

Montana 

12. 

Wyoming 

13. 

Texas 

U. 

Kentucky 

15. 

South  Dakota 

16. 

Arkansas 

17. 

New  Mexico 

18. 

Colorado 

19. 

Nebraska 

20. 

Utah 

21. 

Idaho 

22. 

Tennessee 

23. 

Indiana 

15.0%  of  value  x  economic  limit  factor** 

12.5%  of  value 

11.5%  of  gross  value  (5%  for  stripper  wells) 

8%  of  gross  value 

7.085%  of  gross  value 

6-10%  of  gross  value 

6%  of  value 

5-8%  of  gross  value 

("escaped  oil  -  17.5-20.5%) 

5-7.6%  of  gross  value 

6%  on  production  over  $3,000  each  quarter 

6%  of  gross  value 

(5%  effective  April  1,  1985) 

4-6%  of  gross  value 

4.6%  of  market  value 

4.5%  of  market  value 

4.5%  of  sales  price  less  royalty  paid 

to  federal  or  state  government 

4-5%  of  market  value  plus  25  mills 

and  2c  per  barrel 

3.75%  of  value  less  certain  royalties  and 

transportation  costs  to  first  purchaser 

2-5%  of  market  value 

2-3%  of  value 

2%  of  value  on  production  over  $50,000 

2%  of  value 

1.5%  of  sales  price 

1%  of  value 


Total  Taxes***  on  Oil  Production  in  Various  States 


1 .  AT  aska 

2.  Louisiana 

3.  Wyoming 

4.  Montana 

5.  North  Dakota 

6.  Oklahoma 


12.25%-15%  of  gross  value  x  economic 

limit  factor  plus  5.125c  per  barrel 

13.45%  of  value 

11.07-13.07%  of  value 

12.93%  of  gross  value 

12.07%  of  gross  value 

8.035%  of  gross  value 


Source:   Commerce  Clearinghouse,  State  Tax  Guide  and  information 

from  Department  of  Revenue  in  each  state. 

12.25%  on  oil  coming  into  commercial  production  after  June  30,  1981; 

increased  to  15%  after  five  years  production. 

Includes  severance,  excise,  resource  Indemnity,  property,  conservation, 

and  sales  or  use  taxes.   Texas  and  California  could  not  be  included  in 

this  comparison  since  local  production  taxes  vary  so  markedly. 

Revised  October  30,  1983 
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FACT  SHEET  ON  MONTANA'S  TAXES  ON  METALS  AND  OTHEP  NONFUET.  MINERALS 


I .   PRODUCTION 


Montana  Is  one  of  the  largest  producers  of  metals  and  other  nonfuel 
minerals  in  the  nation.  In  1981,  Montana  ranked  eighth  in  the  nation 
in  the  value  of  nonfuel  mineral  production  per  capita.  The  value  of 
Montana's  production  ranked  in  the  top  five  in  1981  for  the  following 
commodities:  copper,  silver,  talc  and  vermiculite.  The  state  was  the 
sixth  largest  producer  of  gold.  Metal  mining  accounts  for  approxi- 
mately 57  percent  of  Montana's  total  nonfuel  mineral  production. 

In  recent  years  the  value  of  nonfuel  mineral  production  in  the  state 
has  been: 

CALENDAR  YEAR  GROSS  VALUE 

1978  $205,800,000 

1979  291,287,000 

1980  279,550,000 

1981  305,071,000 

1982  267,102,000 

IT.   TAXES 

Montana  Imposes  five  taxes  on  nonfuel  mineral  production.  Two  taxes 
are  applicable  to  metal  mining,  two  are  applicable  to  nonmetallic 
mining  and  the  fifth  tax  applies  to  all  nonrenewable  mineral  produc- 
tion. 

A.   Severance  Taxes 

Micaceous  Mines  License  Tax 

Producers  of  vermiculite,  perllte,  kerrlte,  maconite  and  other 
micaceous  minerals  or  hydrous  silicate  pay  5  cents  per  ton  of  mineral 
extracted.  The  tax  collections  are  deposited  in  the  general  fund. 

Historical  collections  of  the  micaceous  mines  tax  are  presented  below: 

FISCAL  YEAR  COLLECTIONS 

1978  $10,058 

1979  10,358 

1980  11,802 

1981  10,792 

1982  10,432 

1983  9,324 


FISCAL  YEAR  COLLECTIONS 

1978  $235,365 

1979  228,339 

1980  517,523 

1981  385,456 

1982  358,601 

1983  464,668 
B.   Property  Taxes 

For  property  tax  purposes  mineral  bearing  property  is  assessed  on  the 
value  of  the  mineral  produced  in  the  preceding  calendar  year.  Metal 
mines  and  nonmetallic  nonfuel  minerals  are  assessed  on  different  bas- 
es. 

Metal  Mines  Gross  Proceeds 

Metal  mines  are  valued  on  their  gross  proceeds,  with  no  deductions 
allowed  for  the  costs  of  production.  The  tax  due  is  calculated  by 
applying  the  tax  rate  of  3  percent  to  the  gross  value  to  determine 
taxable  value,  which  is  then  multiplied  by  the  local  mill  levy.  The 
tax  base  attributable  to  metal  mines  gross  proceeds  is  presented 
below: 


TAXABLE 

YEAR 

GROSS  VALUE 
$111,082,283 

TAXABLE  VALUE 

1979 

$3,327,056 

1980 

178,217.703 

5,330,227 

1981 

126,981,675 

3,809,451 

1982 

108.053,359 

3,237,185 

1983 

153,628,655 

4,608,860 

The  1983  legislature  created  a  novel  form  of  impact  mitigation  for 
local  government  units  adversely  affected  by  a  new  hard-rock  mine. 
The  act  exempts  large-scale  mineral  developments  from  local  property 
tax  mill  levies  and  allocates  the  taxable  value  (real  and  personal 
property)  of  the  development  among  counties  and  municipalities  accord- 
ing to  a  formula  based  on  the  place  of  residence  of  mineral  develop- 
ment employees  and  their  children.  This  allocation  is  contingent  upon 
a  impact  plan  that  identifies  a  jurisdictional  revenue  disparity. 

Mines  Net  Proceeds 

Miners  of  gems,  vermiculite.  bentonite,  talc,  limerock.  gypsum,  phos- 
phate, flourspar,  silica,  chlorite,  and  other  minerals  (except  coal 
and  metals)  are  allowed  a  broad  range  of  deductions  from  gross  value. 
Deductions  are  allowed  for  the  cost  of  mining, repair  and  replacement 
of  milling  and  reduction  works  used  in  connection  with  the  mine,  and 
certain  transportation  costs.  The  1983  legislature  granted  new  deduc- 
tions, including  the  costs  of  insurance,  retirement  fund  payments, 
costs  of  complying  with  federal  and  state  health  and  safety  laws,  and 
engineering  and  geological  services  performed  in  Montana.  The  broad 
range  of  deductions  allowed  have  resulted  in  taxable  values  that  are 
often  less  than  10%  of  gross  value. 


Metalliferous  Mines  License  Tax 

Producers  of  go]d,  silver,  copper,  lead  and  other  metals  or  precious 
stores  are  required  to  pay  the  metalliferous  mines  license  tax.  Cur- 
rent tax  rates  are: 


GROSS  VALUE  OF  PRODUCTION 

0      to   $100,000 

$100,001  to  $250,000 

$250,001  to  $400,000 

$A00,001  to  $500,000 

over  $500,000 


%  OF  GROSS  VALUE 

0.15% 

0.575%  of  the  Increment 
0.86%  of  the  increment 
1.15%  of  the  increment 
l.A38%  of  the  Increment 


Revenues  from  the  metalliferous  mines  license  tax  are  deposited  in  the 
general  fund. 

Beginning  in  1985,  the  metalliferous  mines  license  tax  rate  will  be: 

GROSS  VALUE  OF  PRODUCTION     %  OF  GROSS  VALUE 


0  to  $250,000 
$250,001  to  $500,000 
$500,001  to  $1,000,000 

over  $1,000,000 


0% 

0.5%  of  the  Increment 
1.0%  of  the  Increment 
1.5%  of  the  increment 


Of  the  money  collected  each  year  from  this  tax,  67  percent  will  be 
allocated  to  the  general  fund  and  33  percent  to  the  hard-rock  mining 
impact  trust  account.  The  hard-rocV  mining  impact  trust  account  may 
be  used  for  assistance  to  local  government  units  that  have  been 
adversely  affected  by  mining-related  activities. 

Historical  collections  of  the  metalliferous  mines  license  tax  are: 


FISCAL  YEAR 

1978 
1979 
1980 
1981 
1982 
1983 


COLLECTIONS 

$1,756,635 
1,5A4,518 
2,516,820 
1,56A,569 
1,861,208 
1,542,061 


Resource  Indemnity  Tax 

All  producers  of  nonrenewable  resources  are  required  to  pay  a  resource 
indemnity  tax  of  $25  per  year  plus  0.5  percent  of  the  gross  value  in 
excess  of  $5000  of  the  resource  produced.  The  tax  collections  are 
deposited  in  a  trust  fund  to  protect  the  state  against  loss  or  damage 
to  the  environment.  The  Interest  from  the  trust  Is  used  to  develop 
Montana's  water  resources  and  to  fund  other  projects  to  Improve  the 
environment.  Tax  collections  from  nonfuel  mineral  production  have 
been: 


Mire  ret   proceeds  are  taxed  at  100  percent.   Below  Is  presented  his- 
torical data  on  mines  net  proceeds. 

TAXABLE  YEAR  GROSS  VALUE    TAXABLE  VALUE  7,  OF  GROSS  VALUE  TAXED 


1979 

$60,836,759 

$4,715,462 

7.75% 

1980 

74,916,016 

8,000,464 

10.67 

1981 

77,650,375 

5.957,963 

7.67 

1982 

86,12A,2A6 

6,102,885 

7.09 

1983 

58,624,225 

6,620,515 

11. 2P 

III.   COMPARISONS  WITH  OTHER  STATES 

A.   Slsple  comparisons  of  statutory  tax  rates  In  the  various  states 
are  misleading. 

Since  states  Impose  a  wide  variety  of  taxes  on  mineral  production  and 
have  wide  variation  in  defining  the  tax  bases  to  which  the  taxes 
apply,  simple  comparisons  of  state  tax  burdens  are  difficult.  For 
example,  of  the  22  states  that  impose  severance  taxes  on  metal  mining 
some  employ  the  unit  production  method ,  some  levy  their  tax  on  some 
measure  of  net  value,  some  use  a  gross  income  or  value  measure  and 
some  employ  more  than  one  of  these  methods. 

A  recent  study  has  avoided  these  difficulties  by  undertaking  detailed 
studies  of  taxes  rates  in  selected  states.  In  1982,  the  U.S.  Bureau 
of  Mines  prepared  two  reports  comparing  total  taxes  on  copper,  plati- 
num, and  gold  In  eight  states.  Based  on  a  detailed  dlscounted-cash- 
flow  rate  of  return  analysis,  the  reports  concluded  that  Montana's 
taxes  on  copper  were  the  highest  for  a  marginally  profitable  mine,  but 
Colorado's  tax  burden  was  highest  for  more  profitable  copper  mines. 
Arizona's  tax  burden  was  only  slightly  less  for  copper  and  substan- 
tially higher  for  platinum  mines: 

TOTAL  STATE  TAXES  AS  A 
PERCENTAGE  OF  MONTANA  TAX 
Marginal  Mine  Profitable  Mine 

Montana 

Copper  100%  100% 

Platinum  100%  100% 

Arizona 

Copper  94%  98% 

Platinum  162%  130% 

Colorado 

Copper  45%  10Q% 

Platinum  79%  91% 

Utah 

Copper  44%  83% 

Platinum  54%  161% 

New  Mexico 

Copper  33%  49% 

Platinum  39%  83% 


B.   State  taxes  comprise  a  very  snail  portion  of  mining  costs. 

The  U.S.  Bureau  of  Mines  study  found  that  Montana's  total  tax  on  cop- 
per production  was  about  2.3C  per  pound  or  2.7X  of  the  mines' 
revenue.*  This  factor  is  only  one  of  many  factors  affecting  the  via- 
bility of  mining  operations.  Wall  Street  analysts  estimated  in  1982 
that  copper  prices  must  rise  to  $1.25/lb.  before  Montana  copper  mines 
would  break  even  on  a  pound  of  copper  (Wall  Street  Journal,  25  May 
1982').   The  current  world  price  is  66c/pound. 

The  U.S.  Bureau  of  Mines  study  also  showed  that  the  total  tax  imposed 
on  other  minerals  is  less  than  10%  of  total  mining  operation  revenue: 


GOLD 

1. 

Arizona 

2. 

Utah 

3. 

Montana 

4. 

Colorado 

PLATINUM 

1. 

Arizona 

2. 

Montana 

3. 

Colorado 

h. 

Utah 

Tax  as  a  % 

Tax  per  Lb.* 

of  Revenue* 

$32.60 

16.6% 

19.90 

10.1 

19.10 

9.7 

16.60 

8.4 

$37.50 

8.5% 

25.90 

5.9 

21.20 

4.8 

17.80 

4.1 

It  Is  interesting  to  note  that  Arizona — the  largest  metal  producing 
state — imposes  some  of  the  highest  taxes  In  the  nation  on  metal  mines. 

This  suggests  that  other  factors  have  a  more  Important  Influence  on 
mine  location  than  the  taxes  Imposed  by  states. 

C.  Montana  has  decreased  taxes  on  mining,  while  other  states'  taxes 
increased 

The  1983  legislature  reduced  severance  taxes  on  the  majority  of  the 
state's  miners  at  a  time  when  other  states  Increased  taxes  on  miner- 
als. Since  1982,  five  states  Imposed  new  state  severance  taxes  on 
minerals  and  two  states  raised  existing  taxes  on  mineral  production. 

D.  Montana's  severance  taxes  are  designed  to  produce  a  relatively 
stable  revenue  stream. 

Most  state  severance  taxes  are  levied  on  a  net  measure  of  value. 
Market  fluctuations  and  changes  in  the  profitability  of  the  mine  are 
therefore  reflected  in  severance  tax  receipts,  producing  a  potentially 
unstable  revenue  stream.  Montana's  taxes  were  designed  to  minimize 
this  problem  by  applying  to  gross  value.  A  stable  revenue  streams 
allows  government  officials  and  mine  operators  to  predict  and  budget 
more  accurately  for  future  tax  liabilities. 

*  break-even  operation 


VII.  A.   COTARISON  OF  U'YOMING  AND  MONTANA'S  TAX  RATES 

>^ontana's  effective  tax  rfite 

Although  the  statutory  severance  tnx  rate  for  most  Montana  coal  is 
30/',  the  effective  tax  rate  is  about  207.  This  Is  hecause  statutes 
allow  the  deduction  of  federal  and  state  taxes  on  production  In  set- 
ting the  value  to  which  the  30/o  rate  is  applied.  The  example  below 
Illustrates  the  effect  of  these  deductions.  For  the  production  quar- 
ter ending  June  30,  ]083,  the  average  F.O.B.  price  of  Montana  coal  was 
$K.39/ton.  From  this  price  is  deducted  the  state  production  taxes  of 
$3.53/ton  and  the  federal  black  lung  and  reclamation  taxes  of 
$0.85/ton.  The  severance  tax  is  applied  to  the  value  ($10.01 /ten) 
after  these  deductions.  This  value  is  called  the  "contract  sales 
price". 

Coal  which  produces  less  than  7,000  BTU  per  pound  is  subject  to  a  20% 
statutory  tax  rate  or  a  15°'  effective  tax  rate. 

Coal  Taxed  At  Coal  Taxed  At 

30%  Rate  20%  Rate 


Average  F.O.E.  price  of  coal 

mined  in  most  recent  quarter  $1A.39  $13.20 

Less  state  taxes  -3.53  -2.48 

federal  taxes  -0.85  -0.85 

Contract  sales  price  (CSP)  $10.01  S  9.37 

State  Taxes 

Severance  tax  @  30%  x  CSP              3.01  @  20%         1.97 

Property  tax  Q   45%  x  100  mills  x  CSP     .45  .44 

Resource  tax  (3  0.5%  x  F.O.B.  price       .07  .07 

3.53  2.48 

Effective  tax  rate 

Severance  tax  20.9%  14.9% 

Total  Montana  production  taxes         24.5%  18.8% 

The  gross  proceeds  tax  (local  property  tax)  is  also  applied  to  the 
contract  sales  price.  So,  the  total  effective  tax  rate  for  all 
Montana  production  taxes  is  about  24%  of  F.O.B.  price  for  coal  subject 
to  the  30%  severance  tax  rate  and  19%  for  coal  taxed  at  the  20%  sever- 
ance tax  rate. 

Vyomings's  effective  tax  rate 

VJyoming  does  not  allow  deduction  of  either  federal  or  state  taxes  when 
calculating  its  severance  or  property  tax  on  coal.  A  deduction  is 
allowed  for  certain  processing  costs  and  transportation  costs*. 

*  Transportation  costs  from  the  mine  to  primary  crusher  are  allov/ed 
only  if  they  exceed  the  average  cost  for  all  mines  that  year. 
Since  this  example  Illustrates  the  average  tax  burden,  no  transpor- 
tation costs  are  deducted. 


Thus,  WyoTTiing's  effective  severance  tax  rate  (9.2°i)  is  close  to  the 
statutory  10.5°''  severance  tax  rate.  V.'yoinlng's  total  effective  tax  rate 
Is  slightly  over  15%  of  F.O.B.  price. 

Exaipple  comparing  the  two  states'  tax  rates 

The  follovinp  example  compares  the  tax  rates  imposed  in  Montana  and 
Wyoming  on  the  average  ton  of  coal. 

MONTANA  \7Y0M1NG 

F.O.B.  price  $13.00  $13.00 

Less  processing  costs  0  -1.60 

state  taxes  -3.16  0 

federal  taxes  -  .85  0 


Value  to  which  tax 

is  applied  $  8.99  $11.40 

State  Taxes 

Severance  tax   (a  30%  2.70  @10.5  1.20 

Property  tax   (a45%xl00  mills       ,A0  ^100%x68  mills   .77 
Resource  tax  @0.5%               .06  .00 

3.16/toTi  1.97/ton 

Effective  tax  rate  {%  of  F.O.B.) 

Severance  tax  20.8%  9.2% 

Total  state  production  taxes      24.3%  15.2% 

Other  factors  affecting  the  comparison  of  Montana's  and  Wyoming's  coal 
tax  rates. 


Three  bills  passed  by  the  1983  legislature  will  lower  Montana's  effec- 
tive tax  rate  on  coal. 

SB264  allows  an  Imputed  value  to  be  used  when  a  benef iclation  process 
(drying,  cleaning,  etc.)  has  been  used  to  improve  the  quality  of  the 
coal.  This  imputed  value,  which  will  be  lower  than  the  F.O.B.  price, 
will  be  based  on  the  selling  price  of  similar  coal  that  did  not 
require  benef iciation.  Wyoming's  law  does  not  allow  deduction  of 
benef iclation  costs  in  calculating  the  tax.  Shown  below  is  an  example 
of  the  effect  of  this  new  legislation  on  coal  with  a  $2/ton  beneficia- 
tion  cost. 

Example: 

F.O.B.  price  of  beneficiated  coal  $13.00 

Sale  price  of  similar  non-benef iciated  coal  11.00 

Less  state  taxes  -2.65 

federal  taxes  -0.85 

Severance  tax  0   30%  = 

Property  tax  (3  45%  x  100  mills  = 

Resource  tax  P  0.5%   = 


7 

.50 

2 

.25 

.34 

.06 

$  2.65 


Total  effective  tax  rate  =  20.4%  of  F.O.B.  price. 


The  l^'P''  1  ef^ir.laturr  ?.lso  eracrod  HB70f),  wliich  pro>'ider  c  deductior. 
for  r(iv.-i]tJe5;  pnic'  to  Indiiin  tribf?'..  tbf  Mtnti',  or  tlic  I',  f.  pnvcrr- 
iiicnt  In  c.-il  cul  nt  iiij;  both  t  h<'  scvcrnnri'  lay  and  jiross  procccdf  ta>.. 
This   deduction  wil]    be  phased    in   over   a   fovir   year   period: 

reduction  Allowed 

July  1984  -  .lune  1985  257  of  royalty* 

July  1985  -  June  1986  507  of  royalty* 

July  1986  -  June  1987  757  of  royalty* 

After  July  1,  1987  1007  of  royalty* 

In  1982  Montana  coal  producers  paid  the  following  royalties: 

State  royalties  $   997,587 

Federal  royalties         9,516,623 
Indian  royalties  2,603,346 

If  royalty  payments  remained  at  this  level,  Montana  coal  producers 
will  pay  ?8.7  million  less  in  gross  proceeds  and  severance  tax  over 
the  next  five  years: 

FY85  $   874,910 

FY86  1,743,819 

FY87  2,615,728 

Each  year  thereafter  3,487,638 

However,  the  actual  tax  savings  under  HB706  will  be  significantly 
more,  since  the  federal  royalty  rate  will  change  from  15c/ton  to  12.5% 
of  value  for  m.any  leases  during  the  next  several  years.  The  Office  of 
Budget  and  Program  Planning  estimates  that  the  tax  savings  for  produc- 
ers with  the  passage  of  HB706  will  be  $20  million  during  the  next  five 
years. 

Wyoming  exempts  state  and  federal  royalties  paid  from  the  severance 
and  gross  proceeds  tax.  Its  exemption  is  calculated  by  i)  dividing 
the  state  and/or  federal  royalty  paid  for  each  mine  by  the  assessed 
value  per  ton  of  coal  at  that  mine  and  ii)  exempting  the  resulting 
number  of  tons  from  severance  and  gross  proceeds  tax.  In  1982, 
approximately  3.65  million  tons  were  exempted  from  taxation. 

Lastly,  the  1983  legislature  raised  the  tax  exemption  for  small  pro- 
ducers. From.  1975  to  1983,  Montana  statutes  exempted  from  severance 
taxation  of  first  20,000  tons  of  coal  produced  each  year  from  a  nine. 
The  1983  legislature  raised  the  exemption  for  small  producers  to 
50,000  tons  per  year.  In  addition,  one  half  the  value  of  these  tons 
is  exempt  from  the  gross  proceeds  tax.  Wyoming  dors  not  allow  a  simi- 
lar deduction. 

The  affect  of  these  three  new  laws  will  be  to  narrow  the  "gap"  between 
Montana  and  Wyoming  coal  tax  rates. 

*   In  excess  of  15c/ton 


B.   EFFECT  OF  PIFFEPEKCE  IN  TAX  RATES 


k 


Whi]e  Montana's  total  tax  rate  on  coal  Is  higher  than  Wyoming's ,  It's 
important  to  note  that: 

a)  both  states'  taxes  comprise  less  than  10%  of  the  delivered  price  of 
the  coal  (the  price  when  It  reaches  the  power  plant  where  it  v.'ill  be 
burned) ; 

b)  for  the  ten  power  plants  that  bought  coal  In  198?  from  both  Montana 
and  Wyoming,  the  delivered  price  of  coal  from,  each  state  is  very  si^;!- 
lar.  In  fact,  in  seven  cases  the  delivered  price  of  Wyoming  coal  is 
higher  than  for  Montana  coal.  In  nine  cases,  Wyoming  coal  costs  more 
per  million  BTU ' s  of  energy  than  Montana  coal. 


Texas 


1982  Delivered  Coal  Prices  as  Reported  to 
the  Federal  Energy  Regulatory  Commission 


Utility 

Houston 
Lighting  6;  Power 


State 
Supplying 
Coal 


Montana 
Wyoming 


1982 
Delivered 
Price 


$46.09 
46.14 


Dollars 
Per 

MI-IETU 


$2.72 
2.73 


llllTiois   -  Commonwealth  Edison 

(Will  Co.    Plant)      Montana 
Wyoming 


Iowa  - 


(Crawford) 
(Joliet) 
(Powerton) 
(Fisk) 


Interstate  Power 
(Lansing) 


Wisconsin  -  Power  &  Light 
(Columbia) 


Montana 
Wyoming 

Montana 
Wyoming 

Montana 
Wyoming 

Montana 
Wyoming 

Montana 
Wyoming 

Montana 
Wyoming 


Texas 


Dairyland  Power     Montana 
Coop  (Alma-Madgett)  Wyoming 

Lower  Colorado  River 

Authority         Montana 
Wyoming 


50.50 
56.98 

50.79 
60.21 

47.88 
54.70 

45.92 
45.25 

50.35 
59.46 

30.82 

30.74 

25.39 
28.72 

26.99 
30.28 


53.19 
39.81 


2.63 
2.99 

2.64 
3.13 

2.49 
2.88 

2.39 
2.45 

2.63 
3.10 

1.77 
1.85 

1.45 
1.73 

1.53 
1.82 


2.76 
2.29 


The  fact  that  the  delivered  price  of  Wycmliig  coal  is  higher  than  the 
price  of  Montana's  coal  illustrates  very  clear]y  that  the  severance 
tay  rate  is  not  a  significant  factor  affecting  its  competitiveness. 


SOURCES : 

Telephone  Conversations  with  Ad  Valorem  Tax  Division  staff,  VJyomlng 
Department  of  Revenue. 

Wyoniing  Statutes  Title  39,  parts  2  and  6. 

Wyoining  Legislative  Management  Council,  Taxes  on  Wyoming's  Minerals; 
History  and  Projections  (October  1983). 

Federal  Regulatory  Commission  Form  A23,  Coal  Data  Summary  1982 
(9/12/83) 


COAL  TRANSPORTATION  COSTS 

vs 
PRODUCTION  COSTS  AND  TAXES 

1981 


Montana  Coal 

Cost  Per  Ton 

Severance 

Taxes 

Transportation  Costs 

n 

elivered 

percent  of 

percent  of 

Utility 

Price 

Amount 

Total 

Amount 

Total 

Central  Illinois  Light 

$35.04 

$2.65 

7.6 

$16.64 

47.5 

CommoTiwealth  Edlsor 

40.82 

5.03 

12.3 

17.39 

42.6 

Detroit  Edison 

27.41 

2.16 

7.9 

16.95 

61.8 

Houston  Lighting  and  Power 

43.36 

3.03 

7.0 

28.90 

66.7 

Interstate  Power 

29.12 

1.87 

6.4 

19.97 

68.6 

Minnesota  Pcvar  and  Light 

17.45 

1.92 

11. C 

8.09 

46.4 

Northern  States  Power 

19.44 

1.73 

8.9 

10.98 

56.5 

Upper  Penensula  Power 

34.74 

2.31 

6.6 

23.82 

68.6 

Wisconsin  Power  and  Light 

22.39 

1.94 

8.7 

12.96 

5  7.9 

(0 
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MONTANA  SEVERANCE  TAX 

vs 

TRANSPORTATION  COSTS  PER  TON  OF  COAL 

(7o  of  delivered  price) 


''.r-' 


MONTANA  SEVERANCE  TAX 


:f^X  RAIL  COSTS 


COMMONWEALTH  EDISON 


^""]V   12.3% 


42.6% 


CENTRAL  ILLINOIS  LIGHT 


47.5% 


INTERSTATE  POWER  WISCONSIN  POWER  AND  LIGHT 

K^'.   ^■^'^"^  V,"]    8-7% 


DETROIT  EDISON 

i 

7 


NORTHERN  STATES  POWER 
\'"]V    8.9% 

=S^i=Q.ddCii    56.5% 


MINNESOTA  POWER  AND  LIGHT 

n.0% 


I ir- 

\^  — I    , 


'/ 


THE  CONSUMER'S  ENERGY  TAX  DOLLAR 


!%  share  of  city,  jiate  and  federal  taxes  on  slectrl 


c  energy 


%  attributable  'o  Mort-n-  r  -r-in.-r- 


ILLINOIS 


»JCr1JGP.N 


lOHR 


Montant 
1.6% 


MINNESOTfl 


HISC0N3JN 


/^ 


UTILITY  TAXES,   1981 

v».iiai  ilie  averaj;c  rosidentiai  ^'"ctric 

utility  customer  pays  each  month  in 

local,  state  and  federal  taxes  on  energy) 


Taxpayer 
(Utility) 

State  and  City 
sales  taxes 

State  income, 

property  and 

other  taxes 

Federal  taxes 

on  fuel  and 

utilities 

Montana 
severance 
tax 

Illinois 
(Commonwealth  Ed.) 

Iowa 
(Interstate  Power) 

Michigan 
(Detroit  Edison) 

Minnesota 
(Northern  States) 

Wisconsin 
(Wisconsin  P&L)     ■ 

$1.88 
1.07 

1.65 
1.18 
1.56 

$3.75 
1.57 

1.54 

2.26 
1.54 

$2.04 
2.34 

1.32 

2.39 
3.26 

$0.13 
0.08 

0.14 

0.28 

0.35 

Miufce      Coni;)dnv  >  Uniiorm  i(j(/s(icj/  Reporl  (or  year  ending  December  il     1981 
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1.   A.    IMPACT   OF   FEDERAl   COAL   LEASINC  MORATOKIW  ON  MONTAI-IA  COAT. 
PRODUCTION 

The  1971-1981  moratorium  on  leasing  of  federal  coal  Is  a  significant 
factor  in  the  differing  production  levels  for  Montana  and  V'yoming. 
When  the  moratorium  began  in  1971,  91  federal  leases  containing  an 
estimated  9  billion  tons  of  coal  reserves  had  been  issued  In  V.'yomlng. 
In  Montana,  17  federal  leases  covering  an  estimated  1  billion  tons  of 
coal  reserves  had  been  leased.  Since  1972,  production  of  coal  from 
Wyoming's  federal  leases  has  grown  from  3  million  tons  per  year  to  63 
million  tons  in  1982.  During  this  period,  coal  production  from  the 
Montana  federal  leases  has  increased  from  1  million  tons  per  year  to 
10  million  tons.   (Table  III.) 

HISTORY  OF  THE  FEDERAL  MORATORIUM 

In  the  late  1960's,  federal  coal  leasing  policies  were  widely  criti- 
cized for  the  low  levels  of  production  from,  existing  federal  leases 
and  inadequate  environmental  review  of  proposed  leases.  A  Bureau  of 
Land  Management  study  completed  in  1970  confirmed  that  production  of 
federal  coal  was  decreasing  despite  a  sharp  increase  in  the  number  of 
leases  Issued:  80,000  acres  under  federal  lease  in  1945  compared  to 
788,000  acres  under  lease  in  1970.  Over  90%  of  the  federal  leases 
were  not  in  production. 

As  a  result  of  this  study  and  criticism  surrounding  the  program,  the 
Department  of  Interior  issued  no  leases  from  May  1971  to  February 
1973.  In  1973,  it  adopted  i)  a  formal  moratorium  on  the  issuance  of 
new  prospecting  permits  and  li)  a  near-total  moratorium  on  the  issu- 
ance of  new  federal  coal  leases.  New  leases  would  be  issued  only  to 
maintain  existing  mines  or  to  supply  immediately  needed  reserves. 
Fourteen  leases  were  issued  in  the  U.  S.  under  this  policy  in  the 
years  1971  through  1978.  One  of  these  leases  was  in  Wyoming,  but  none 
in  Montana. 

In  1978,  (after  the  Supreme  Court  approved  settlement  of  several  suits 
challenging  BLM's  plans  for  further  leasing),  BLM  began  issuing  leases 
for  coal  needed  to  satisfy  short-term  production  needs.  Thirty-three 
leases  meeting  these  conditions  were  issued  in  the  years  1978-1980. 
Of  these,  14  were  in  Wyoming  and  three  in  Montana.  The  Montana  leases 
were  for  small  acreages  needed  to  continue  existing  production. 

Lease  Date  of  Lease  Acres 

Western  Energy  Company  6-1-80  61.23 

8-1-79  446.95 

8-1-79  480.00 


The  federal  moratorium  ended  In  FY1982,  when  the  DepartiPent  of  Interi- 
or held  the  largest  lease  sale  in  U.S.  history:  1.6  billion  tons  of 
coal  in  the  Powder  River  Basin.  Six  federal  leases  with  a  total  acre- 
age of  over  7,000  acres  were  issued  in  Montana.  In  Wyoming,  seven 
leases  with  a  total  acreage  of  more  than  22,000  acres  were  issued. 

Thus,  the  federal  moratorium  meant  that  no  federal  coal  leases  were 
issued  in  Montana  during  the  peak  years  of  coal  demand.  VJyoming  pro- 
ducers -  who  had  already  secured  federal  leases  -  were  able  to  meet 
this  demand  and  sign  long-range  contracts  with  utilities  for  the  fed- 
eral lease  coal.  V^yoming  production  from  federal  lands  began  to  esca- 
late sharply  in  1974  as  these  new  contracts  began  to  take  effect. 

Wyoming's  predominance  in  coal  production  from  federal  lands  is  likely 
to  continue  for  the  coming  decade.  Typically,  production  from  new 
federal  leases  does  not  occur  for  five  to  twenty  years  after  issuance, 
so  the  federal  leases  issued  in  Montana  since  the  moratorium  ended 
will  not  add  greatly  to  production  totals  during  the  1980' s.  Further, 
there  is  substantial  excess  capacity  in  both  the  U.S.  coal  industry 
(as  much  as  150  million  tons  per  year)  and  in  Montana  (15  million  tons 
per  year),  so  prospects  for  development  of  new  mines  are  dim. 

The  bleak  prospects  for  new  coal  development  for  the  rest  of  this 
decade  were  emphasized  during  the  debate  over  the  1981  lease  sale. 
Critics  argued  that  issuing  new  federal  leases  at  a  time  when  the  coal 
markets  were  glutted  and  demand  dropping  was  irresponsible.  Several 
groups  may  challenge  in  court  whether  the  3.5c/ton  average  price  paid 
for  the  leased  coal  meets  the  statutory  "fair  market  value"  for  feder- 
al leases. 

OWNERSHIP  OF  COAL  IN  MONTANA 

The  moratorium  on  federal  leasing  from  1971  to  1981  imposed  a  "de 
facto"  moratorium  on  all  leasing  in  Montana,  due  to  the  pattern  of 
coal  ownership. 

Department  of  State  Lands  staff  estimates  that  of  the  120.5  billion 
tons  of  coal  reserves  in  Montana,  65%  is  owned  by  the  federal  govern- 
ment, 18%  by  private  companies,  12%  by  Indian  tribes,  and  5%  by  the 
state  of  Montana.  In  contrast,  only  46%  of  coal  in  Wyom.ing  is  owned 
by  the  federal  government,  with  41.5%  owned  by  private  companies,  7.5% 
by  the  Indian  tribes,  and  5%  by  the  state  of  Wyoming. 

Federal  ownership  is  particularly  predominant  in  the  Powder  River 
Basin,  which  is  the  most  important  coal  region  in  the  western  states 
and  contains  40%  of  the  surface  mineable  coal  resources  in  the  entire 
United  States.  Over  75%  of  the  coal  in  the  portion  of  the  Powder 
River  region  within  Montana's  boundaries  is  controlled  by  the  federal 
government. 

The  major  private  owner  of  coal  in  eastern  Montana  is  the  Burlington 
Northern  (BN)  railroad.  Like  the  other  land  grant  railroads,  the 
Burlington  Northern  received  land  and  mineral  rights  from  the  federal 
government  during  the  construction  of  its  rail  lines.  These  land 
grants  were  made   in   alteimate   square  mile  tracts  "checkerboarded" 


r« 
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alorf  the  railroad's  route.   The  land  grants  made  the  W   the  nation's 

largest  private  coa]  owner  with  14  billion  tons  of  reserves.  However, 

these  small  tracts  could  not  be  developed  unless  the  adjacent  federal 

land  was  leased.  So,  the  federal  moratorluTn  on  leasing  meant  that  new 
development  of  privately  held  coal  was  also  blocked. 

State  coal  and  coal  owned  by  the  Indian  tribes  account  for  less  than 
10%  of  the  reserves  in  the  Powder  River  Basin. 

Clearly,  the  federal  moratorium  on  leasing  coal  land  has  been  a  sig- 
nificant factor  limiting  coal  production  in  Montana. 

COMPARISON  OF  MONTANA  AND  WYOMING'S  FEDERAL  LEASES  AND  COAL  PRODUCTION 
FROM  FEDERAI.  LAND 

Vhev  the  moratorium  took  effect,  over  seven  times  as  many  tons  of 
federal  coal  reserves  were  under  lease  in  Wyoming  as  in  Montana: 

Table  1 

Number  of  Reserves        Acres  of 

State       Federal  Leases     (million  tons)    Leases  Land 

Montana  17  1,181  36,200 

Wyoming  91  9,065  200,000 

U.  S.  530  16,343  778,300 

As  shown  in  Table  II,  a  higher  percentage  of  the  federal  leases  In 
Montana  are  currently  producing  than  in  either  Wyoming  or  the  U.  S.  as 
a  whole. 


Table 

II 

1973 

1982 

#  of 

Producing 

it   of 

Producing 

Leases 

Leases 

Leases 

Leases 

MT 

17 

5 

26 

10 

WY 

91 

13 

113 

26 

U.S. 

530 

63 

616 

111 

However,  the  production  from  Wyoming's  numerous  federal  leases  is  much 
greater  than  production  from  Montana's  few  leases.   (Table  III.) 


SOURCES : 

Pepartmert  of  Interior ,  Bureau  of  Land  Management 

:  Final   Environmental  Impact  Statexnent  -  Proposed  Coal  Leas- 
ing Propram  (1977) 

:  Secretarial  Issue  Document  on  Federa]  Coa]  Management   Pro- 
gram Volume  II  (1979) 

:  Federal  Coal  Management  Report  (FY78  and  FY82) 

:  Final   Environmental  Statement  Federal  Coal  Management  Pro- 
gram (April  1979) 

D.  S.  Department  of  Interior,  Mineral  Management  Ser\'lce: 

:  Report  on  Federal  and  Indian  Mineral  Revenues    (1981   and 
1982  reports) 

Wall  Street  Journal,  November  29,  1983 

VJyoming  G.^ological   Survey,  State  Ovned  Coal  Land  in  Wyoming.   Public 
Information  Circular  No.  2.  (1976) 
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COAL    PRODUCTION    FROM    FEDERRL    LANDS 
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January  11,  1984 


FACT  SHEET  ON  MONTANA'S 
PROPERTY  TAXES 


I.   COLLECTION  AND  DISTRIBUTION 

Property  taxes  are  local  goveminents'  and  school  districts'  single 
largest  source  of  revenue.  In  1981,  Montana's  cities,  towns  and 
counties  received  51%  of  their  total  revenue  from  property  taxes. 
Montana's  public  elementary  and  secondary  schools  received  55%  of 
their  1982  funding  from  property  taxes.  In  contrast,  state  gov- 
ernment received  less  than  2%  of  its  total  1981  revenue  from  prop- 
erty taxes. 

During  the  last  decade,  the  largest  increases  in  property  tax 
levied  has  been  for  schools  (151%  increase),  special  districts 
(226%),  and  counties  (115%).  City  property  taxes  have  increased 
69%,  while  state  collections  remained  relatively  constant. 

PROPERTY  TAXES  LEVIED  (MILLIONS) 


Year 

State 

County 

City 

School 

Special  Districts* 

Total 

1973 

$20.7 

$49.1 

$23.4 

$112.1 

$13.8 

$219.1 

1974 

11.2 

51.0 

25.6 

128.4 

16.1 

232.3 

1975 

13.1 

59.1 

28.4 

149.0 

17.2 

266.8 

1976 

12.3 

62.5 

28.9 

157.3 

19.4 

280.4 

1977 

12.1 

66.3 

27.9 

171.7 

23.8 

301.8 

1978 

15.4 

70.2 

31.6 

187.5 

27.4 

332.1 

1979 

14.0 

76.3 

33.3 

211.4 

32.2 

367.2 

1980 

13.6 

86.2 

36.8 

245.1 

36.8 

418.5 

1981 

13.7 

96.8 

40.6 

269.8 

41.2 

462.1 

1982    15.1    105.4    39.6   281.2        45.0         486.3 

II.  MONTANA'S  PROPERTY  TAX  SYSTEM 

A.   The  Tax  Base 

Montana's  laws  exempt  many  types  of  property  from  taxation, 
including  property  owned  by  governmental  entities  or  nonpro- 
fit organizations;  money  and  credits;  business  inventories 
and  certain  livestock  and  unprocessed  agricultural  products; 
household  goods;  certain  coal  and  metal  production;  and  cars 
and  light  trucks.  Mining  operations  and  utilities  comprise 
over  half  the  value  of  the  property  that  is  subject  to  taxa- 
tion, while  homes  account  for  less  than  20%  of  the  total: 


*  Includes  special  improvement  district  collections  and 
property  tax  collections  for  fire  and  other  special  dis- 
tricts. 


%  of  1982  Statewide 
Taxable  Value 

Mineral  production  and  equipment  38.40% 

Utilities  14.89 
Agricultural  land,  buildings,  livestock 

and  farm  equipment  13.96 

Residential  homes  and  lots  19.34 
Commercial  and  industrial  buildings,  land 

furniture,  and  machinery  10.35 

Other  property  3.06 

B.   Assessment  and  Classification 

Most  property  is  valued  at  its  market  value  for  property  tax 
purposes.  However,  there  are  several  exceptions.  Agricul- 
tural land  is  valued  on  its  productive  capacity.  Oil  and 
natural  gas  production  is  valued  on  its  net  proceeds  (the 
gross  sales  proceeds  of  all  oil  or  gas  produced  during  the 
year  minus  deductions  for  certain  costs  of  production  and  70% 
of  the  Windfall  Profit  Tax  paid  to  the  federal  government). 
Coal  production  is  valued  on  its  mine-mouth  price  minus  pro- 
duction taxes  and  a  portion  of  royalties  paid  to  the  federal 
or  state  governments  or  Indian  tribes.  Metal  mine  production 
is  valued  on  the  merchantable  value  of  the  metal  produced. 
All  other  mineral  production  is  valued  on  its  net  proceeds 
(the  gross  value  of  production  minus  costs  of  production, 
transportation  to  the  place  of  sale  or  reduction,  and  certain 
Insurance  and  testing  costs). 

Once  its  value  is  determined,  property  is  taxed  at  varying 
rates  established  in  the  statutory  classification  system. 
This  system  has  twelve  classes,  with  rates  ranging  from  3%  to 
100%.  The  classification  for  some  of  the  larger  groups  of 
property  is: 

Homes  8.55% 

Industrial  and  commercial  buildings  8.55% 
Utilities                             12  -  15% 

Metal  mines  gross  proceeds  3% 

Coal  gross  proceeds  45% 

Oil,  natural  gas,  and  mines  net  proceeds  100% 

Agricultural  land  30% 

The  taxable  value  of  property  is  its  value  after  the  classi- 
fication rate  has  been  applied. 

C.   Local  mill  levy  applied  to  taxable  value 

Each  year  local  officials  set  property  tax  mill  levies  to 
produce  the  revenue  necessary  to  fund  government  and  school 
operations  for  the  next  year.  These  mill  levies  apply  to  the 
taxable  value  of  property  and  determine  the  actual  property 
tax  due.   For  example,  an  airplane  valued  at   $29,000,  which 


Is  classified  in  the  11?  tax  class,  has  a  taxable  value  of 
$3,190.  If  It  is  located  in  a  district  having  a  250  mill 
levy,  its  property  tax  would  be  $797.50  for  that  year. 

In  1983,  the  average  total  mill  levy  for  all  cities  was 
281.64  mills.  Of  the  total  levy,  at)  average  of  A5.47  mills 
were  levied  for  county  operations,  148.63  mills  for  schools, 
79.47  mills  for  the  city,  6.0  mills  for  the  state  university 
system,  and  2.07  mills  for  special  districts. 

D.  Administration  and  collection  of  property  taxes 

Although  property  taxes  are  primarily  local  government  taxes, 
the  state  Is  responsible  under  Montana's  constitution  for 
appraisal,  assessment,  and  equalization  of  all  property  sub- 
ject to  tax.  Working  with  locally  elected  county  assessors, 
the  Department  of  Revenue's  staff  values  property  under  state 
guidelines  and  classifies  the  property  at  the  correct  taxable 
rate.  After  the  local  mill  levies  have  been  set,  county 
treasurers  prepare  tax  notices  and  collect  the  property  taxes 
due. 

E.  Reappraisal 

In  1975,  the  legislature  required  the  Department  of  Revenue 
to  "administer  and  supervise  the  program  for  the  revaluation 
of  all  taxable  property  within  the  state  at  least  every  five 
years."  The  current  revaluation  (more  commonly  called  reap- 
praisal) cycle  ends  December  31,  1985.  The  reappraisal 
cycles  are  designed  to  insure  that  all  property  is  taxed  on 
an  up-to-date  value. 

HI.  COMPARING  MONTANA'S  AND  OTHER  STATES'  PROPERTY  TAXES 

A.   Montana's  property  tax  on  homes  is  lower  than  the  national 
average. 

A  recent  comprehensive  study  conducted  by  the  District  of 
Columbia*  showed  that  the  median  effective  property  tax  rate 
on  a  house  in  the  largest  city  in  each  state  was  $1.60  per 
$100  of  value.  The  effective  rate  in  Billings  was  only  $0.84 
per  $100  or  47%  lower  than  the  national  median. 

B. 


Since 

Montana 

does 

not  impose 

a 

sales 

tax 

to 

help 

finance 

local 

governments 

,   comparisons 

!  with 

other 

states  are 

diffi- 

cult. 

*   Government 

of 

D.C.   (Depj 

artment  of  Fin. 

ance 

and  Revenue) , 

Tax  Burdens 

1  in 

Washington, 

D. 

C.  Compared 

with  Those 

in  the 

Largest  City  in  Each  State  1981  (June  1981),  p.  17. 


Local  governineTits  In  most  states  rely  upor  state  or  local 
sales  taxes  as  a  source  of  revenue.  In  FY81,  local  govern- 
ments throughout  the  country  received  4%  of  their  total  reve- 
nue from  general  sales  taxes  and  28%  from  property  taxes. 
Montana  has  neither  state  nor  local  sales  taxes,  and  local 
governments  rely  more  heavily  on  property  taxes  than  the 
national  average.  In  FY81,  51%  of  Montana  municipal  and 
county  revenue  was  from  property  taxes. 

If  property  taxes  and  sales  tax  collections  in  each  state  are 
combined,  Montana's  per  capita  collection  of  $525.79  is  9% 
below  the  national  per  capita  average  of  $578.15. 

Comparisons  with  other  states'  are  also  distorted  by  Mon- 
tana's large  property  tax  collections  from  mining  operations. 
In  FY81,  the  property  tax  collected  in  Montana  on  mineral 
production  and  mining  equipment  was  $78  million  or  17%  of  the 
total  property  tax  collected  in  the  state.  If  these  taxes  - 
which  are  paid  by  very  few  Montanans  -  are  excluded,  Mon- 
tana's per  capita  property  tax  collection  is  $427.23  -  lower 
than  in  10  other  states. 

Montana's  property  tax  system  includes  reduced  tax  rates  for 
the  low- income  and  the  elderly.  Recipients  of  retirement  or 
disability  payments  and  widowed  senior  citizens  meeting  cer- 
tain income  limitations  receive  a  reduced  tax  rate  on  their 
homes.  For  example,  a  retired  couple  with  an  income  of 
$5,000  a  year  is  eligible  for  a  60%  reduction  on  the  first 
$35,000  in  value  of  their  primary  residence. 

Montana's  property  tax  system  includes  special  incentives  for 
economic  development.  New  industries  may  qualify  for  a  65% 
reduction  in  their  property  tax  rate  for  the  first  three 
years  of  operation  in  Montana.  New  or  expanding  manufactur- 
ing industries  may  be  eligible  for  reduced  assessments  (up  to 
50%  of  their  taxable  value)  during  the  first  ten  years  after 
construction  or  expansion.  Air  and  water  pollution  control 
equipment  are  taxed  at  73%  less  than  other  industrial  equip- 
ment. Business  inventories  and  freeport  merchandise  are 
exempt  from  property  taxation. 


